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* This  pamphlet  is  published  b}*  the  courtesy  of  Charles  Scribner’s  Sons,  owners  of  the  copyrijrht  and 
publishers  of  ‘"The  People's  Money,”  by  AV.  L.  Tn*nholm,  New  York,  18J3,  of  which  the  discussion  htr^ 
^iven  is  but  an  abstract. 


question,  What  is  woiieyj  may  seem  as  puzzling  as  Pilate's  famous  question^ 
“ What  is  truth  ? ” hut  the  puzzle  in  both  cases  is  about  'icords^  not  things.  Invert  the  ques- 
tions and  apply  them  to  some  actual  case.  Is  a certain  thing  true?  Is  a certain  thing 
mo)iey?  Straight iruy  the  puzzle  mrmhes  and  vce  know  how  to  seek  out  answers.  Truth  is 
estaMished  by  evidence ; money  is  recognized  by  its  ability  to  perform  certain  functions. 
Will  it  buy  things,  hire  persons  or  property,  or  pay  debts?  If  it  will  do  all  these  things 
exactlj,  as  they  are  done  by  what  is  undoubtedly  money,  then  the  coin  oo'  note  in  question  in 
money.  The  community  may  not  be  wise  in  accepting  certain  thirvgs  as  money  and  becoming 
dependent  upon  them,  but  that  is  a very  different  matter.  . 
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No  apo  0^5"  is  necessary  for  the  attempt  to  condense  for  general  distribution  . 

Mr.  Trenhc  lin’s  tlioroutrh  work,  which  i.s  not  merely  the  lacest  of  its  kind,  but  has  \ 

been  made  even  more  timely  by  the  events  of  the  last  year  than  it  was  at  the  date 

of  its  publi  :ation. 

I, —Industry,  Commerce.  Finance,  and  the  People. 

This  is  es.sentiallv  an  industrial  age,  and  in  no  country  of  the  world  is  industry 
more  univc  rsal  or  more  varied  than  it  is  in  the  United  States.  Here  nearly  every- 
body is  eitl  er  an  industrial  worker,  with  brain  or  sinew,  or  is  maintained  by  some 

niauv  million  industrial  workers  could  not  be  ernployed  profitably  and  con- 
stantly we -e  it  not  for  what  Adam  Smith  termed  “the  hyision  of  labor,  but 
what  niav  be  termed,  more  accurately,  perhaps,  in  our  da\,  th<!  specialization  of  » 
emplovme  ds.”  It  is  because  the  employments  of  modern  industry  have  become 
varied  and  specialized  that  each  worker  is  able  to  find  continuous  occupation  in 
producing  something  or  doing  something  beyond  what  is  adapted  to  his  own  use  or 

‘ I 

Communities  industrially  organized  as  ours  is,  on  the  principle  of  the  speciali- 
zation of  e nploymeiits,  consist  almost  wholly  of  individuals  who  are  dependent 
from  day  t u day  upon  trade  and  commerce  to  carry  on  that  ceaseless  intercliange 
by  which  i .lone  each  converts  what  he  has.  but  does  not  want,  into  what  lie  \\ants, 
but  lacks.  Trade  and  commerce  effect  the  intercha.nge  ot  industrial  iiroducts  and 

serv’ices  b’'  the  use  of  money,  or  its  .substitute,  ciedit.  . . , , i 

From’  -he  commercial  point  of  view  money  is  a receipt  for  value  and  an  order 
for  value,  uoth  in  one.  Commerce  deals  wholly  in  services  and  commodities,  and 
it  employs  money  or  credit  simply  as  the  medium  or  vehicle  by  means  ot  which 
these  \-alu^s  are  exchanged  one  for  another.  Finance,  on  the  other  hand,  deals  in 
money  am  credit  as  values  in  themselves  distinct  from  their  function  oi  represent- 
and  S'>  coiivoving,  vuliiG  in  otliGr  tilings.  _ i • i n +i  * 

”’petwe ’ll  comiuerce  and  finance  the  only  common  term,  into  which  all  ^*'eir 
relations  i lay  be  resolved  is  value,  because  value  is  the  only  quality  common  o all 
theobiectf  dealt  in  by  commerce  and  finance  respectively  that  is  to  sa\,  on  tlie 
one  hand,  services  and  commodities;  on  the  other,  money  and  credit. 

Prices  form  the  connecting  link  between  commerce  and  tinance  ; for  the  jirice 
of  a servi(  e or  of  a thing  is  the  expression  of  its  money  equivalent  at  tiie  time  ana 

nlace  of  iN  passing  from  one  i)orson  to  another.  ^ 

Two  f irces  are  in  ceaseless  operation,  compelling  activity  m both  • T 

cial  and  fi  lancial  worlds,  and  these  forces  are  demand  and  f 
demand  s,  .rings  from  the  wants  of  mankind  ; commercial  supply  ' s fiom  the 
iinivprs-ili  v of  iiroductive  industrv.  Financial  demand  arises  out  of  the  need  toi 
capitalin  productive  industry  and  in  the  operations  by 

are  iiicess  Intly  administering  supplies  to  demand  ; and  financial  supply  is  furnished 

hv  accum  dated  capital  in  the  form  of  money  or  credit.  /.nmm edifies 

‘ Thus  inance  and  commerce  together  adjust  prices  to  ser\  ices 
upon  a bn  sis  of  comparative  values ; and,  by  means  of  prices,  J ^ 

niucli  his  jwn  talents  and  energies  will  enable  him 

the  enero-  es  and  talents  of  others.  Prices  are  invariably  expiessed  in  money,  ana 
heiu-e  mo  ley,  besides  being  the  medium  of  exchange,  is  also  the  general  measme  ^ 

of  ecause  of  its  function  as  a measure  of  value,  or  more  obviously  a gauge 

of  prices,  that  the  money  we  use  becomes  of  immense 
little  casl  we  ordinarily  have  about  our  persons  may  be  m any  fo  m 
current,  I ecause  that  suffices  to  make  it  a medium  of  excliange  * whethei  ^\e 
handle  ar  v money  at  all  or  not,  whether  we  ever  see  money  or  not,  makes  not  the 

least  dilfe -ence  in  our  absolute  dependence  upon  whatever  money  i.s  m use  as  the 

and  place  at  which  we  live  and 

" The  i idustrial  state  in  which  we  live  places  us  all  under  contract  to  the  world’s 
commerc  • to  deliver  all  we  can  produce,  and  to  take  in  exchange  all  we  consume, 
hXtrh-  meiurSbymoney.^  In  other  words,  it  is  the  dollar’s  worth  and  not 
the  dollai  itself  that  on  the  one  hand  we  work  for,  and  that  on  the  other  hand  w 

; TZtS  htra%h.  to  honest  „,o„ey,  and  to  he  that  hb 

work  is  g ling  to  be  paid  for  in  dollars  of  identically  the  same  value  as  the  doll?.! 
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he  is  eomi'i^lled  to  pay  out  for  what  he  consumes.  So  important  is  it  that  money 
should  l>e  permanent  in  value  that  in  all  eivilizeil  countries  the  i*egulatiun  of  it  is 
one  of  the  prerogatives  of  sovereignty,  and  history  shows  that  there  is  hardly  any 
jirerogative  of  wliich  the  intelligent  and  provident  exercise  is  so  far-reaching  in  its 
effects.  Under  our  Constitution,  Congress  alone  possesses  - he  power  to  “regulate 
the  value  of  money,”  and  this  power  is  exercised  by  means  of  the  t'oinage  and  cur- 
rency laws  which  establish  what  shall  be  money. 

History  records  many  instances  of  a currency  becoming  depreciated,  and  in 
every  instance  the  laboring  classes,  small  traders,  professional  men,  farmers,  and 
the  like,  have  been  the  chief  victims.  These  persons  constitute  the  bulk  of  every 
community,  and  they  seldom  have  the  knowledge,  skill,  or  opportunity  to  protect 
themselves  from  loss  from  a depreciating  currency : wliile  merchants  whose  trans- 
actions are  on  a large  scale,  bankers  and  capitalists  in  large  cities,  not  only  possess 
the  knowledge  which  enables  them  to  detect  signs  of  approaching  depreciation,  but 
they  have  also  the  skill  and  opportunity  to  enrich  themselves  under  the  very  con- 
ditions wliich  are  ruinous  to  all  other  classes. 

Reason  and  liistoi'y  alike  prove  conclusively  that  money  liable  to  depreciation 
is  bad  money  for  the  jieople  at  large.  The  longer  it  circulates  at  full  value  the 
worse  and  more  vvide-s[)read  will  be  the  evils  manifesting  themselves  as  soon  as  its 
defects  are  revealed,  and  sooner  or  later  a defective  currency  will  surely  be  de- 
tected and  become  depreciated. 

II.— Cash  and  Credit. 

Everybody  is  familiar  with  the  terms  “Cash  and  Credit,”  as  ordinarily  used 
and  understood..  In  cash  transactions  deliveiy  and  payment  are  simultaneous, 
while  in  credit  transactions  payment  is  more  or  less  deferred.  Accepting  this  dis- 
tinction for  the  present,  let  each  reader  reckon  up  how  much  in  coins,  hills  and 
notes,  i.  c.,  actual  money,  passes  out  of  or  into  his  hands  in  connection  witli  his 
business,  liis  inv'estnients  and  his  household  and  pei>jonal  expenditures  ; then  let 
him  compute  what  amounts  are  represented  by  checks,  collections  or  payments  by 
others,  olfsets  in  accounts,  etc.,  and  he  will  be  sui’prised  to  lind  liow  small  a pro- 
portion the  former  amount  bears  to  the  latter. 

If  anyone,  after  making  tliese  computations,  will  compare  results  with  two 
otliei*  persons,  one  whose  aggregate  receipts  and  expenditures  are  greater,  and  an- 
other in  wliose  case  the  amounts  are  less  than  in  his,  he  will  lind  that  the  more  a 
man  x'eceives  and  pays  the  smaller  is  the  percentage  of  actual  money  handled  by 
him.  Tlie  immense  transactions  in  stocks,  excliange  and  merchandise  at  New 
York,  London  and  otlier  great  centres,  are  all  settled  by  checks,  and  these  checks 
are  settled  again  tlirough  clearing-houses,  so  that  very  little  money  passes  even  in 
the  final  adjustment  of  balances. 

From  these  considerations,  and  othei's  of  a like  nature,  it  is  apparent  that  in 
every  community  the  poorer  classes  liandle  more  actual  money  than  the  richer 
classes,  a fact  not  genex'ally  x’ecognized,  because  we  ai’e  accustomed  to  think  and 
speak  of  money  being  owned,  paid  and  received  in  a great  many  cases  in  which  no 
moxxey  at  all  is  either  possessed  or  handled. 

If  voiir  bank  account  shows  a balance  in  vour  favor  vou  sav  vou  have  so  much 

4-  % V 4 

money  in  bank,  while  in  truth  you  have  no  moxxey  in  bank.  The  moment  the  teller 
receives  your  deposit  and  enters  its  amount  in  your  pass-book,  that  moment  the 
money  you  have  lianded  him  ceases  to  be  yours  and  becomes  the  xnoney  of  the 
bank. 


This  entry  in  the  pass-book  i*epresents,  as  due  from  the  bank,  a sum  of  nxoney 
equal  to  that  deposited,  not  the  same  ixxoiiey,  but  its  equivalent,  and  this  sum  xnay 
V be  fitly  denominated  “ money  at  credit.” 

Altliough  money  at  credit  is  now  genei’ally  called  “cash,”  still,  strictly  speak- 
ing, the  term  “ cash  ” is  applicable  only  to  money,  and  all  traxisactioxis  rest  on 
credit,  except  those  balanced  by  a payment  in  cash  at  the  moment  the  transaction 
is  xiiade.  It  is  important  to  observe  this  distinction,  for  most  readers  will  be  aston- 
ished to  find  how  immense  is  the  prepondex*axxce,  both  in  numbers  and  amount,  of 
credit  over  cash  ti’ansactions  in  evexy  comnxuiiity,  and  how  greatly  the  use  of  credit 
economizes  the  use  of  money. 

It  will  also  surprise  many  to  discover  that  as  a general  thing  those  who  give 
credit  ax'e  mox'e  numerous  "than  those  who  receive  it,  and  that  the  aggregate 
wealth  of  all  the  cx*editors  in  a commuxiitv  is  general Iv  less  than  that  of  all  the 
debtors. 

Every  tradesman  who  chai'ges  goods  to  liis  customers  is  their  creditor  for  the 
amount  chax’ged,  and  they  ai*e  Ixis  debtox’s.  Every  pei'son  working  for  wages  or 
salary,  who  is  not  paid  in  advance,  gives  his  employer  credit,  and  his  employer  is 
debtor,  for  the  axixount  of  compensation  earned  up  to  the  xnoxnent  of  payxnexit. 
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Kv(*rv  ilepositor  in  a lumU,  savings  or  otlnnavise,  is  a ri’editoi*  ol  that  institii- 
vei’v  l>anknoto  is  evidonct*  uf  (.iebt  due  by  tlic  bank  to  liie  holder  ot  the 
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h is  the  basis  of  credit,  and  the  richer  the  man  the  more  he  is  able  to 

:ident,  therefore,  that  tliere  is  a wi<le-spread  p<»pular  ei*ror  as  to  whi(*li 
-ditorand  wlucli  are  tluMlebtor  classes  of  tin*  community,  an  error  bui't- 
uasses  (duelly,  because  it  tleceivestliem  as  to  tlic‘  extentof  their  interest  in 
iry  system  of  the  country. 

eel  undersiamling  of  facts  leads  to  tliese  conclusions  : 
nee  money  and  money  al-creditare  habitually  regarded  as  identical,  and 
idiscriminntely  in  casli  settlements,  the  theory  of  a capita  supply  ot 
acks  tin'  foumlalion  usually  assumed  to  underlit  it. 

edit  I'cqu'escnts  moinw-vaiue,  not  actual  cash  iu  hand,  nor  monoy-at- 

d its  use  enormously  extends  the  sphere  of  trade  and  commer(*e. 

edit  economizers  the  use  of  money  hyatl'ording  time  for  the  same  coins,. 

, to  go  about  from  hand  to  hand,  from  hank  to  hanlc,  and  even  Irom  city 
tliiig  suc(ressi vely  an  immense  number  of  accounts  ; it  also  obviates  the 
ney  altogether  in  I he  numberless  cases  in  which  credits  are  oti’set  and 
one  against  the  otlier. 

redit  ac(*omplishes  all  this  through  tlie  instimmentality  of  bookkeeping, 
afts,  bills  of  exchange,  banks  of  deposit,  clearing-houses  and  otlier  simi- 
ices. 

'hese  appliances  (tlie  lianks,  etc.)  bring  the  use  of  credit  within  reach  not 
rge  commercial  aiul  linaucial  operators,  hut  ol  most  ])eoj)le  iu  easy  cir- 
‘s  ihrougiiout  the  United  States,  thus  leaving  the  hulk  of  tlie  actual 
the  country  foi-  the  exclusive  use  of  those  who  are  too  poor  or  too  little 
obtain  or  to  utilize  credit. 

irmers  are,  in  one  sense,  the  great  creditor  class.  The  crop  and  tlie  sto(*k 
s to  the  fai'mer  not  only  for  tlie  capital  invested,  hut  also  forthe  valueof 
estowed  u])ou  them  hy\he  farmei'  and  his  family.  The  farmers,  there- 
•itally  interested  in  our  money  laws,  for  there  is  a long  time  hetwe<‘n 
d rea|)ing,  and  tlie  faiauer  net'ds  to  collect  from  the  ])i*oduce  of  liis  lields 
and  lierd^ias  g'ood  money  as  he  puts  into  these  investments. 

III.— Money. 

uestion  : What  is  money?  may  seem  as  puzzling  as  Pilate’s  famous- 
“What  is  truth?"  hut  the‘imzzh/iii  both  cases  is  about  words,  not  things. 
qtK'stions  and  apply  them  to  some  actual  case.  Is  a certain  thing  true? 
ti  thing  money?  Straightway  the  puzzle  vanishes  and  we  know  how  to 
nswers.  Truth  is  established  by  evidence  ; money  is  recognized  by  its 
[lerform  certain  functions.  Wii’l  it  buy  things,  <n*‘hire  persons  or  jirop- 
ly  debts?  If  it  will  do  all  these  things  exactly  as  they  are  done  by  what 
edly  money,  then  the  coin  or  note  in  <iuestion  is  money.  The  community 
e wise  in  acce|)ting  certain  things  as  money  and  becoming  dependent 
1,  but  that  is  a very  ditfei'ent  matter.  We  are  not  yet  considering  what 
ial  and  form  of  money  ought  to  he. 

i next  inquire  : What  is  the  function  or  office  of  money  ? 
ver  far  tlie  collection  and  comparison  of  facts  may  he  carried,  all  the  in- 
‘om  tliein  will  he  foiuul  to  coincide  in  establishing  the  fi^i^ictions 

to  he  these  ; 

0 ]iass  from  one  person  to  another  in  exchange  for  property  or  in  recom- 
lahor  or  services. 

) measure  the  value  of  whatever  is  obtainable  by  purchase,  hire  or  other 
lonev  jiayment.'^ 

tw<)  functions  of  money  characterize  it  in  every  land,  and  liave  always 
zed  it.  When  Abraham  oiferjd  to  buy  Ephron's  field  he  proposed  to 
full  monev  it  is  worth,”  and  when  ho  took  iiossession  of  his  purchase  he 
noiiev  current  with  the  merchant.” 

ever'nioney  passes  iu  exchange  for  property,  services,  etc.,  its  value  is 
to  he  equal  to  that  of  the  thing  for  wliich  it  is  exidianged;  lienee  the 
f monev  paid — the  price — becomes  the  expression  of  the  value  of  that 

1 this  respect  a dollar  is  as  absolutely  a meiisure  of  value  as  an  inch  is  a 
f length,  or  as  a pound  is  a measure  of  weiglit.  In  many  cases,  however, 
estimated  and  expressed  in  money  terms  when  no  money  is  present,  and 

/ Ims  otlu  r fmu'iitiiif::,  Foino  evolved  out  of  these,  olhers  inu)Osed  upon  it  by  law  or  custom,  all 
1 be  coiiside  ed  lien*afler,  but  for  the  i)resent  our  apprebeiisiou  of  the  subjec  will  be  facili- 
clear  by  coutiiiinir  atteiilion  to  wbat  is  simple  and  familiar. 
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some  yx-rsons  liavc  found  a difliculty  iu  umiei-slundui”-  liow  lliesu  , aii  hr  accoptud 

us  instauccs  i f llie  im'asuremeut  of  valiu*  by  money. 

Snell  dillienlly  will  disai)[»ear  when  it  is  considered  that  Irom  tin*  constant  use 
of  any  standard  in  actual  measurements  wcaciiuirc  more  or  less  skill  in  estimating- 
siiniliu-  nicasnrements  witbont  applyine-oiir  standard,  and  since  money  is  by  far  the 
most  frequently  used  of  all  slaiularils  of  measiirenient.  it  is  ipiite  natural  that  there 
sliould  lie  lixed  in  our  minds  a value-scale  marked  oil'  in  dollars  and  Iractions  ol  a 
dollar  sutlicieiitlv  accurate  to  serve  ordinary  purposes.  In  t besc  <-ases,  Ibcrcfon-. 
while  we  mav  not  adnallv  measm-e  with  money  all  t he  values  we  arc  dcaliii”- in. 
our  estimate  ami  acceptance  of  these  values  jiroceeds  wholly  from  helicl  m the 
■iccnracv  of  onr  mental  value-scale,  and  accuracy  in  tins  case  means,  ot  cours,>, 
(■onformity  witli  actual  money  values.  The  fact  is  that  money  perlurms  its  1 unc- 
tion of ‘measuring;'  values  <-hielly  throu;;’]!  the  medium  of  cum|intatioii. 

Tlie  weiii’ht  of  the  earth  has  been  ascertained,  and  that  of  soim-  ol  the  planets  ; 
vet  no  balance  could  hold  them.  In  like  manner  one  may  aceiii-at.dy  est imate 
values  and  express  tln-m  in  dollars,  even  tlion»-h  he  may  never  have  had  dollars 
enone-li  to  e.xehan.n'e  for  even  a fraction  of  such  values. 

In  various  parts  of  the  world  money  is  of  dill'erent  substances  and  forms;  hut 
what  ^ives  to  every  form  of  money  all  the  lorce  it  has,  wlrat  <-an  alone  conler  upon 
anvtliTni^'  the  power  to  pass  umpiestioned  from  hand  to  hand.  exchanyiiiLT  and 
measuriiifi'  values,  is  the  conlidence  and  consent  of  the  yieojile  amon,”'  wUom  it 
<-ircuhites.  Except  for  tlie  settlement  of  corltraels,  the  payment  of  dehls,  ami  the 
dischai-o-e  of  public  dues,  the  power  of  the  f^overnment  to  prescribe  u currency  is 
ahsolntelv  limiteil  by  the  acqiiie.scmice  of  the  people,  and  stability  in  the  piireha.-^- 
in*^  powt'V  of  such  currency  (kqiemis  from  day  to  day  upon  the  contimiam  e ot  that 

acquiescence.  r r ,, 

In  countries  where  the  laws  do  not  prescrihe  any  iiartieular  form  ol  money,  the 

money  in  use  depends  for  its  force  entirely  upon  eonventional  recognition,  and  this 
is  alwavs  I'onnd  sutlicient. 

To ‘facilitate  interchano'e  of  valuesandto  measure  such  values  may  he  regarded 
as  the  natural  tnnetions  of'  inonev.  but  in  most  civilized  countries  it  has  another 
function,  which  is  artilicial  amrestalilished  l),v  law,  viz.,  tliat  of  a Icii-al  temh*r  m 
pavment  of  taxes  and  in  discluir<re  of  debt.  Debt  is  a product  of  civilization  ; it  can 
tU'ist?  oiilv  when?  c**eilit  exists.  TiiXtilion  is  iilso  jieciiliiir  to  ci\ iliZtitioii  it  is  the 
civilized  ami  orderly  form  of  levying  contributions  for  the  support  of  the  State. 

Since,  thend'ore.  taxes  and  debt  exist  only  under  conditions  which  jiresuppose 
an  organized  society  and  the  iirevalence  ot  law,  we  find  money  invested  with  the 
functhms  of  a legal  tender  only  by  positive  enactment.  As  the  law  defines  debt 
and  enforces  its  payment,  the  law  must  say  wliat  is  snllicient  payment , <is  the  law 
lovfios  ttixos  iiiul  rtHjuircs  them  to  he  piiitl  in  money,  tlie  luu  must  instinct  the 
citizen  as  to  wliat  tlie  medium  of  payment  is  to  be. 

It  is  evident  that  popular  conlidence  and  consent  ai’C  not  in  any  tiegree  neces- 
sary to  the  siqiport  of  a legal-temler  currency.  Within  its  sphere  of  ilischarging 
debts  and  satisfying  the  demands  of  the  government,  a legal-tender  currency  exists 

hv  force  of  law  alone.  . ■ 

Putting  together  the  results  of  onr  inquiries  up  to  this  point,  we  get  this 

definition;  , i i-  4- 

Money  is  a conventionally  recognized  and  generally  accepted  medium  ol  ex- 
change and  measure  (if  value  ; it  is  also,  by  lorce  ol  law,  a medium  foi  the  settle- 
ment’of  contracts  and  debts,  and  for  the  d'ischarge  of  public  dues. 

We  all  know'  that  the  gold  in  an  eagle  is  worth  more  than  the  silver  in  ten 
standard  dollars,  and  much  more  than  that  in  twenty  half-dollars,  forty  cpiarters, 
etc.,  w'hile  bank-notes  and  greenbacks  liave  hut  little  intrinsic  value;  yet  it  is  a 
matter  of  daily  experience  that  ten  dollars  in  one  of  these  forms  is  precisely 
equivalent,  for  the  ordinary  purposes  of  money,  to  the  same  sum  m any  other 
form  ; that  is,  all  our  dollars  are  of  eipial  money  force. 

It  is  evident,  therefore,  that  the  character  of  money  is  not  conferred  upon  a. 
coin  by  intrinsic  yalue  only,  nor  upon  a note  or  bill  by  I ally  secured  ixqiresentat  iM' 
value,  but  coins  and  notes  and  bills  become  money  only  when  investeii  itli  that 
character  by  some  power  competent  to  give  tliem  genei'al  currency  in  the  com- 
munity. , . , ^ . 1 

Since  money  alone  is  universally  accepted  in  exchange  for  wiiatever  is  to  be 

disposed  of,  evervbody  knows  that  it  is  with  money  alone  lliat  lie  may  buy  wbat 
he  likes;  hence  he  w^ill  ac*cept  only  money  for  what  lie  has  to  sell,  and  since  tlie 
need  to  sell  is  quite  as  coercive  as  the  need  to  buy,  lie  who  has  money  may  com- 
mand anything  that  is  for  sale.  So,  too,  the  need  ol  being  hired  is  quite  as  pressing 
as  tlie  need  to  hire;  hence  money  commands  services  as  w^ell  as  tilings. 

The  compulsion  of  taxation  and  of  debt  applies  almost  universally,  so  that  the 
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industrial  nuod  of  money,  imperative  of  itself,  is  au^^’niented  by  the  pressure  of 
taxation  ; ml  by  the  incessant  acereiion  of  interest.  S<  universal  are  tlie  forces 
compellin;:  meii  in  all  conditions  of  life  to  obtain  money,  tlial  there  is  a universal 
dtuiiaml  f(  I'  it,  and  he  who  has  it  possesses  a wide  choice  as  to  how  he  shall  spend 
it,  while  n Mther  pro]>erty  nor  commodities,  services  nor  1 he  creations  of  intellect, 
can  proem  e desired  objects  unless  first  parted  with  for  motiey. 
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IV. — Natural  Basis  of  Moxky. 

dilation  has  progressed  money  lias  become  more  definite  in  form  and 
more  precise  and  constant  in  value.  Numerous  substances  liave  served 
Ltditfei’ent  times  and  in  different  places,  which  shows  that  the  need  of 
•:  felt  and  that  efforts  were  made  to  supply  that  need  before  the  (jualities 
icular  substance,  such  as  gold  or  silver,  suggested  the  idea  of  that  sub- 
»g  made  into  money. 

lea  which  thus  found  expression  was  begotten  of  the  need  of  having 
of  exchange,  something  that  would  he  generally  valued  alike  by  every- 
the  first  use  of  money  must  have  been  to  facilitate  barter,  because  barter 
ily  method  of  exchange  or  trade  known,  or  even  practicable,  before 
le  into  general  use. 

was  probably  at  tlie  very  first  used  only  as  a make-weight  in  bartering 
^ ; the  “boot,'’  as  we  call  it  now.  It  may  be  imagined  that  when  barter- 
radirtg  **  became  close,  some  article  of  general  acceptability  was  added 
valuable  of  the  two  things  under  exchange,  so  as  to  eijualize  tlie  values 
: the  parties  to  the  barter.  Naturally  the  best  substance  for  this  would 
;*eneral  use  and  easily  divisible  witliout  loss  of  value,  and  also  of  rare 
as  a natural  product ; hence  salt,  an  article  of  universal  consumption  ; 
laterial  of  weapons  ; copper,  the  material  of  armor;  silver,  the  material 
>ld  utensils,  of  personal  ornament,  and  of  religious  vessels;  gold,  the 
' royal  and  female  adornment,  came  into  use  as  make-weights  or  “boot.” 
probably  a long  time  hefoin^  this  primitive  stage  was  passed,  but  at 
1 must  have  perceived  that  if  money  could  stand  for  a part  of  tlie  value 
it  could  stand  for  its  whole  value,  and  thus  money  in  one  or  the  other  of 
'e  forms  came  to  be  a measure  of  value. 

tivity  of  tratlic,  increasing  from  century  to  century,  afforded  more 
iportunities  and  more  numerous  inducements  to  employ  moue}^  advan- 
mtil,  amid  the  countless  industries  and  dealings  of  our  day,  it  moves  in 
rcuits,  of  wliicli  the  axes  traverse  the  ])lane  of  society  in  every  direction, 
acli  other  at  a thousand  pwiuts.  During  the  period  of  this  development, 
)int  at  which  money  was  first  thrown  in  as  “ boot”  to  close  a “ trade,” 
? point  at  wliich  we  now  find  it,  it  gradually  came  also  to  be  regarded 
re  of  value,  and  everywhere  history  shows  a progression  of  some  sort  as 
lance  used  for  monev  considered  as  a measure  of  value, 
y country,  and  in  eveiw  race,  tliere  was  a similar  progression,  beginning 
naterials  of  low  intrinsic  value,  and  advancing'  toward  finer  materials  of 
insic  value. 

mist,  tlierefore,  he  a natural  law  governing  this  progression  ; a natural 
tends  always  to  establish  as  the  standard  of  value  the  material  of  highest 
due  available  at  the  time.  If  tliere  is  such  a natural  law,  it  must  he  still 
and  to  its  effect  we  may  attribute  the  steadfast  movement  of  modern 
aid  silver  as  the  general  standard  of  value,  lien  copper  ceased  to  be 
ud  now  toward  gold,  wlieii  silver  is  no  longer  adequate. 


V.  —Industrial  Basis  of  Money. 


Witho  IT  moni'Y  trade  could  never  have  expanded  beyond  the  limits  of  barter ; 
without  tr  tde,  industry  could  never  have  become  specialized  ; that  which  has  been 
called  (chi]  iisily  enough)  the  division  of  labor,  could  never  have  taken  place.  In- 
dustry, the  refore,  dejiends  upon  money  as  a medium  for  the  exchange  of  its  diverse 
products,  t ml  at  the  present  day,  in  civilized  countries,  money  is  assisted  in  this 
office  by  ciedit  m various  forms.  The  use  of  money  as  a medium  of  exchange  of  ^ 
the  prodiu  ts  of  industry  brings  into  play  also  its  functions  as  a measure  of  value. 
Every  trarsaction  involves  an  estimation  and  a comparison  of  values. 

Value  s a relation,  and  more  than  that,  it  is  a compound  relation.  It  is  the 
relation  he  .ween  a human  desire  and  the  object  of  that  desire  on  the  one  hand,  and 
©n  the  oth'  r,  it  is  a relation  between  tlial  object  and  the  desire  of  its  possessor  with 
respe<‘t  to  t. 

At  evi  ry  point  throughout  the  industrial  world  the  opposing  desires  and 
©pinions  o;  buyers  and  sellers,  the  conflict  of  interests  and  purposes  as  to  the  dispo- 
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sition  and  value  of  labor,  services  and  commodities,  create  an  incessant  (’*niienlion, 
out  of  which,  and  by  means  of  which,  definite  results  as  to  value  are  ohUiiiied,  and 
these  results  are  expressed  under  the  designation  of  price. 

Prices  are  always  expressed  in  money,  and  values  are  estimated  in  money, 
hence  we  are  accustomed  to  regard  price  and  value  as  identical,  but  they  are  not  ho, 
for  price  is  only  the  exponent  of  estimated  I'ohie, 

Since  money  is  ordinarily  the  only  measure  of  value  generally  accessible,  since 
trade  depends  at  every  turn  upon  measuring  values  in  order  to  conqnire  them,  and 
since  a comparison  of  values  is  essential  to  the  exchang'e  of  the  products  of  industry, 
industry  itself,  and  all  who  live  by  industry,  have  a vital  interest  in  money,  re- 
garded as  a measure  of  value.  They  depend  upon  it  absolutely. 

Now,  whatever  is  depended  upon  as  a measure  of  anything,  must  itself  be  con- 
stant and  unchanging  iii  respect  to  the  quality  which  it  is  to  measure.  A measure 
of  length  must  not  be  subject  to  linear  contraction  and  expansion;  a measure  of 
weight  must  not  be  subject  to  clianges  in  its  own  weight ; a measure  of  time  must 
be  chronometrically  accurate  ; a measure  of  force  must  never  show  variable  results 
/ under  identical  conditions ; hence  money,  as  a measure  of  value,  should  itself  be 
free  from  variation  in  value. 

VI. — Law  as  a Basis  of  Money. 

In  communities  where  society  has  not  yet  reached  a degree  of  development 
which  brings  it  under  settled  government  and  written  law,  local  conditions  and 
ideas  bring  about,  in  process  of  time,  a general  consensus  of  the  people  as  to  the 
form  and  value  of  the  money  best  suited  to  their  use,  and  what  is  thus  evolved  is 
afterward  maintained  by  custom;  but  when  government  is  perfected,  these  matters 
are  more  fully  provided  for  by  law. 

One  of  tlie  duties  thus  devolved  upon  modern  government  is  that  of  selecting 
the  material  of  monej",  prescribing  its  forms,  and  fixing  its  value,  and  it  is  in  this 
wa}",  and  under  these  conditions  that  law  is  a basis  of  our  money. 

Althougli  it  may  at  first  seem  superfluous  for  the  law  to  concern  itself  with 
wliat  existed  before  there  were  law-governed  communities,  and  what  would  con- 
tinue to  exist  if  tliere  were  neither  pai’liaments  nor  congresses,  mints  nor  public 
treasuries,  it  is  not  so.  Roads,  bridges,  and  ferries  have  been  constructed  and  used 
before  there  were  laws  providing  for  their  establishment  and  maintenance,  but 
civilization  requires  that  in  populous  communities  these  should  be  provided  and 
regulated  by  the  public  authority.  So  it  is  with  money.  That  which  suffices  for 
barbarous  nations  would  not  satisfy  those  that  are  civilized,  and  in  our  day  the 
uses  of  money  are  much  more  important  and  diversified  than  they  have  ever  been 
before. 

It  is  obvious  that  as  respects  taxes  and  debts  there  must  be  some  medium  of 
payment  prescribed  by  the  law  that  imposes  the  one  and  sanctions  the  other,  for 
since  the  law  undertakes  to  enforce  payment  in  these  eases  the  law  alone  can  fix 
what  shall  constitute  such  payment.  But,  one  may  ask,  why  should  the  law  presume 
to  say  what  I must  take  in  payment  for  my  labor,  my  talents,  my  property,  or  my 
land?  Why  should  I not  be  free  to  dispose  of  these  as  I like,  as  is  done  where  only 
natural  law  prevails  ? The  answer  to  this  is,  that  every  one  is  free  to  do  so,  but 
since  ordinarily  none  exercise  that  freedom  because  it  is  more  convenient  to  accept 
the  money  the  Government  provides,  there  is  no  stock  of  any  other  money  in  the 
community. 

In  a later  chapter  we  shall  see  that  when  men  do  not  like  the  money  in  use, 
when  they  do  not  trust  it,  that  very  opinion  inflicts  loss  upon  them  by  causing  the 
V money  to  depreciate  on  their  hands, 

- Since,  therefore,  the  people  individually,  or  even  by  voluntary  combination  in 

large  numbers,  cannot  sustain  a curi’ency  not  universally  trusted,  it  is  evident  that 
in  order  to  command  general  confidence  the  value  of  the  money  in  use  imist  be 
vouched  for  by  some  authority  universally  known  and  respected,  and  in  modern 
nations  the  government  is  such  an  authority,  and  it  vouches  for  the  money  by  sub- 
jecting its  coinage  or  manufacture  to  the  regulation  of  law. 

The  framers  of  the  Constitution  vested  in  Congress  “the  power  to  coin  money, 
regulate  the  value  thereof,  and  of  foreign  coins,  and  fix  the  standard  of  weights 
and  measures.” 

Another  clause  provides  that  “ no  State  shall  coin  money,  emit  bills  of  credit, 
or  make  anything  but  gold  and  silver  coins  a tender  in  payment  of  debts.” 

These  two  clauses  of  the  Constitution  vest  in  the  United  States  Government 
exclusive  control  over  the  money  of  the  people.  Congress  has  placed  a very  wide 
construction  upon  this  grant  of  power,  hence  it  behooves  the  people  to  know  what 
limitations  are  imposed  upon  its  exercise  by  the  natural  laws  on  which  the  consti- 
tutional grant  is  founded,  and  by  which,  therefore,  it  shpuld  be  interpreted.  ^ 


r 


77/r;  rKopLrrs  moxkv. 


Tins  i iqnirv  is  momotitous  in  pi*;icti<\il  importunes,  boeause  unless  Conuross 
*‘xsrei-^**s  its  powers  in  eouronnily  with  natui'al  laws,  (here  will  inevitably  arise  a 
sta.t(*ot  ll  in^s  contravening  tlios(*  laws,  and  such  a situation  invariably  leads  to 
disiislt‘1’. 

The  w hoh‘ function  of  ^'ovtu-nment,  with  respect  to  i ioney,  is  limited,  first,  to 
esfahli^hii  by  law  what  shall  constitute  the  i;‘eneral  medium  of  exchant;'e,  meas- 
ure of  val  le,  and  legal  tender  for  debt  and  )ml>lic  dues,  and,  secondly,  to  protecting 
this  mone/  from  variations  in  value  erne  way  tn*  the  otiier. 

Sentii  lent,  prejudices,  ignorance,  vague  and  ill-digested  theories,  experiments 
and  shifii  ig  expeilionts,  ai*e  pernicious  in  their  eflects  everywhere  and  always,  but 
when  mid  oilied  in  monetary  laws  they  work  evils  hard  to  detect  and  harder  still  to 
i-ure  ; they  cast  a blight  upon  industry  and  sow  ruin  and  demoralization  broadcast 
among  tin  people. 

Vll. — Confidence  as  a Basis  of  Money. 


All  th  ^ teachings  of  history,  all  the  logic  of  political  economy,  all  the  facts  of 
('onimon  i xperience  in  respect  to  money,  concur  in  sipiport  of  the  jiroposilioii  tliat 
public  conliilence  can  make  anything  j>ass  as  money,  and,  conversely,  that  nothing 
can  so  pass  unless  there  is  conhdeiice  in  tlie  future  continuity  of  its  efficiency  as  a 
iiiediuui  o * purcluise  and  payment. 

Mistal  en  confidence,  as'^long  it  lasts,  is  quite  as  effective  for  this  purpose  as 
confidenct  sagaciously  given,  and  a mistaken  withliolding  or  withdrawal  of  con- 
iidence  is  _ ust  as  fatal  as  that  whicli  ensues  from  laght  nxisoning. 

It  is  tiie  province  of  the  law  to  determine  the  matei*ial  of  money,  to  prescribe 
its  form  o * forms,  and  to  fix  its  value ; hut  the  law  cannot  make  it  circulate  unless 
the  moiuM  itself  enjoys  tlie  confidence  of  the  people. 

Whet  ler  any  particular  form  of  money  is  or  is  not  entitled  to  command  this 
<*onfidenct  will  depend  wholly  upon  how  the  government  exercises  its  prerogative 
* f regulat  ng  money,  for  tlie  coiuUtions  d'  ternuning  public  confidence  in  respect  to 
money  arise  out  of  "natural  laws,  which  are  superioi*  in  force  to  statutes. 

There  is  historical  evidence  to  show  tliat  when  these  conditions  are  either 
not  all  or  ginally  present,  or  have  become  varied  by  events,  still  public  confidence 
ill  certain  onus  of  money  may  he  won  and  preserved  by  the  force  of  the  govern- 
ment's cr<  *lit.  In  sucli  cases'the  credit  of  the  government  is  substituted  for  the 
wlude  or  ora)uirtof  that  intrinsic  value  which  constitutes  the  natural  basis  of 
money,  a ul  the  degree  of  confidence  tlius  im|)arted  to  any  particular  lorm  of 
money  de  umds,  of  course,  upon  tffe  degree  of  the  government's  credit. 

Now,  )uhlic  trust  in  the  government  includes  tliree  distinct  beliefs. 

1st.  B dief  in  the  good  faith  of  the  government ; that  is,  in  its  purpose  to  fulfil 
all  obligations  ex[ires.sed  and  implied  in  its  engagements. 

2d.  Bi  lief  in  the  stability  of  tlie  gov^ernment;  tliat  is,  that  it  will  continue  to 
have  tlie  powei*  to  apply  the  national  resources  to  the  fulfilment  of  its  engage- 
ments. Stability,  under  our  form  of  government,  implies  a settled  jiurpose  among 
llie  peop!  ‘ to  require  all  public  obligations  to  be  fulfilled,  however  local  politics 
juav  vat  V. 

^8d.  ii.  lief  in  the  sufficiency  of  the  material  resources  of  the  government  for 


fulfilliim'  i s engagements. 


These  three  elements,  therefore,  constitute  the  substance  of  government  credit, 
and  wln  n tluw  all  exist  in  the  liighest  degree,  that  credit  is  generally  sufficient  to 
support  a |)urtion  at  least  of  the  monetary  circulation. 

Tliere  is,  however,  something  else  wanting"  to  the  complete  monetary  efficiency 
of  any  foi  m of  money  that  depends  wliolly  or  |iartially  upon  government  credit, 
ami  that  i >,  its  convertibility  into  other  money  tliat  ileri\  es  its  value  wholly  from 
intrinsic  < iialities. 

These  lieing  the  principles  underlying  that  public  confiilence  which  is  essential 
to  monev  as  an  effective  servant  of  society,  let  us  test  lliem  by  the  experience  of 
i)ur  own'i  euple,  ami  apply  them  to  the  circumstances  of  tue  present  time. 

The  II  oney  existing  in  tlie  United  States  during  tlie  last  dozen  years  has  been 
of  variola  kinds;  gold  coins,  silver  coins,  gold  certificate's,  .silver  certificates,  cur- 
rency cert  iticutes,  greenbacks,  aiul  National  Bank  notes,  to  wliich  are  now  added 
■"toin  not  ‘s,''  issued  under  tlie  act  of  July,  1890.  Since  January  1,  1879,  it  lias  all 
tui  joved  e {ual  confidence,  that  is  to  say,  it  has  all  circulaled  incliscriminalely  ; has 
lieeii  eqiui  lly  effective  in  jnirchusing;  has  been  of  uniform,  and  therefore  of  inter- 

cliang-eab  e,  value.  w.  * 

Beloi  ' 1879,  however,  this  was  not  the  laise  ; gold  l oin  and  gold  certificates 
then  wen  more  valuable  than  con*esponding  denominations  of  greenbacks  and  Na- 
tional Bai  k notes. Thereiison  why  greenbacks  and  National  Bank  notes  were  less 


I 


1/ 


* There  v ere  no  silver  doilarH  ;it  On  time  ami  the  coin  being  of  low  intrinsic  value  and  used 

only  fur  ciia  lh*,  is  init  taken  note  of  here  or  elnewhere  in  ihis  treatise. 
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valuable  than  gold,  before  1879,  is  because  the  credit  currency  did  not  then  stand  as 
liigh  in  popular  confidence  as  did  gold  coins  and  the  gold  certificates. 

When,  however,  the  government  [irovided  for  tlie  convertibility  of  its  ]>aper 
into  gold,  first,  by  the  Resumption  A(?t,  and  then  by  actually  getting  the  gold  in 
hand  to  eflect  resumption,  the  confidence  of  the  people  in  the  greenbacks  and  Na- 
tional Bank  notes  rose  to  the  level  of  their  confidence  in  gold  itself.  The  paper 
currency  came  to  “ par,'’  as  the  phrase  goes. 

If  we  analyze  the  grounds  of  this  confidence  we  shall  find  that  it  rested  on  the 
three  distinct  beliefs  already  enumerated,  viz.: 

1st.  Belief  in  the  good  faith  of  the  government. 

2d.  Belief  in  the  stability  of  the  government. 

3d.  Belief  in  the  means  of  the  government  for  fulfilling  its  undertaking  to 
establish  and  maintain  the  convertibility  of  greenbacks  into  gold. 

It  will  be  profitable  to  follow  this  instructive  episode  in  our  recent  monetary 
experience  somewhat  in  detail. 

Wlien  the  greenbacks,  which  are  the  government's  due  bills,  were  dejireciated, 
tliat  depreciation  was  the  sign  of  the  government's  discredit ; the  rate  of  deprecia- 
tion was  the  measure  of  the  degree  of  such  discredit. 

The  Resumption  Act,  which  was  passed  January  14,  187o,  did  not  raise  the 
greenbacks  to  par,  but  the  accumulation  of  $70,000,000  of  gold  coin  in  the  Treasury 
brought  the  gold  premium  down,  and  the  negotiation  of  $50,000,000  of  bonds  for 
$50,000,090  of  gold  coin  finally  extinguislied  it.  Tlie  credit  of  the  gov’ernment  was 
perfected,  not  by  the  law,  but  by  the  financial  operations  that  rendered  resump- 
tion practicable. 

Now,  undoubtedly,  the  confidence  of  the  foreign  bankers  who  lent  the  greater 
part  of  this  $50,000,000  rested  upon  their  belief  in  the  honesty  and  intelligence,  as 
well  as  in  the  resources  of  tlie  people  of  the  United  States. 

It  is  true  that  these  obligatious  are  but  little  undeivstood,  and  tliat  the  people 
of  the  United  States,  through  their  representatives,  can  break  all  contracts  and 
invalidate  all  bonds,  while  no  physical  power  on  earth  <*ould  coerce  the  payment  of 
either  the  principal  or  interest  of  the  national  debt  if  Congress  should  refuse,  or 
even  should  omit  to  provide  for  such  payment. 

The  bonds  of  such  a government  may  seem  but  sliglit  security  for  $50,000,000 
of  gold  coin;  but  the  bankers  who  took  our  bonds  in  1878  knew  "that  the  natui*al 
laws  of  finance  gave  them  a grip  upon  the  people  of  the  United  States  more  sure* 
and  more  durable  than  could  be  secured  by  the  combined  fleets  and  armies  of 
Europe.  These  natural  laws  compel  every  commercial  people  to  sustain  the 
national  credit  at  any  sacrifice,  and  under  all  circumstances,  on  peril  of  intolerable 
loss.  The  repudiation  of  those  bonds  wouhl  cost  the  people  of  tlie  United  States 
vastly  more  than  they  would  gain  by  extinguishing  tlie  debt  of  $50,000,000  in  that 
way;  it  would  cost  us  not  less  tlian  six  times  as  much,  wfiile  the  mere  attempt  to 
repudiate,  even  if  afterward  abandoned,  would  cost  us  eventuallv  more  than 
$50,000,000. 


Can  this  be  doubted  ? Consider  the  effect  of  discrediting  the  government  of 
the  United  States.  Let  the  government  lose  its  credit  with  the  bankers,  can  it  be 
retained  among  the  people?  Surely  not  The  $100,009,000  of  gold  now  held  its  a 
special  redemption  fund  will  be  drawn  out  as  fust  as  greenbacks  can  be  handed  in 
through  every  aperture  of  the  redemption  countei-s  of  the  Treasury,  and  then  there 
will  remain  $246,000,000  of  greenbacks  in  the  hands  of  the  people,  and  neither  gold 
to  redeem  them  with  nor  credit  with  which  to  get  more  gold.  These  will,  of  coiu*se, 
immediately  depreciate,  how  much  is  immaterial  to  our  immediate  purpose;  let  us 
say,  only  ten  per  cent.  That  will  take  ten  per  cent,  off  the  purchasing  power  of 
$389,000,009  of  silver  dollars,  $216,000,000  of  greenbacks,  $150,000,000  of  Treasury 
notes  of  1890,  about  $209,009,090  of  National  Bank  notes  [because  they  are  redeemable 
in  greenbacks],  making  $976,000,000  of  currency,  on  which  ten  percent,  is  $97,600,000. 

In  the  last  report  of  the  Comptroller  of  tlie  Currency  (December,  1894),  dejiosits 
of  all  the  State  hanks  and  trust  companies  are  estimated  at  $1,129,000,000;  savings 
bank  deposits,  $1,778,000,000;  individual  deposits  in  National  Banks,  $1,728,000,000; 
private  bankers’  deposits,  $66,000,000.  Total  debt  of  the  banks,  etc.,  to  the  people, 
payable  in  lawful  money,  $4,701,000,000.  These  deposits  would,  of  course,  follow 
the  value  of  the  lawful  money  in  which  tliey  are  payable.  On  the  $4,701,000,000  of 
deposits  above  shown,  the  loss  would  be  $470,100,000;  and  the  loss  on  currency,  as 
above,  would  be  $97,600,000 ; aggregate  loss  on  above  items  resulting  from  ten  per 
cent,  depreciation  of  greenbacks,  $567,709,009.  Here,  then,  is  the  sword  held  over 
us.  Here  is  the  power  that  compels  us  to  preserve  the  credit  of  our  government. 

Our  circulation  now  includes:  Greenbacks  about  $346,000,000;  National  Bank 
notes,  $200,000,000;  silver  dollars  and  silver  and  coin  certificates  outstanding,  sav 
$495,000,000 ; making  the  total  of  paper  and  silver  held  up  to  a parity  of  value  with 
gold  by  the  credit  of  the  government,  $1,041,000,000, 
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ii>»  value  of  the  greenbacks  and  National  Bank  notes  depends  upon 
e tlu‘ silver  dollars  and  silver  certificates  deriv-^  more  than  a fourlli  of 
from  credit.  Impair  that  credit,  and  for  eveiy  one  per  cent,  of  cur- 
*ciation  resulting  from  its  impairment,  you  will  intlict  upon  tho  people 
Iding  tile  currency,  a loss  of  J?10,410,0(»0  ; and  upon  depositors^m  banks, 
U,0UU  ; here  is  a loss,  for  every  one  per  cent,  depreciation  of  $.")*, 420, 0f)0. 
■ncv  drops  to  tlie  intrinsic  value  of  412^2  grains  ot  silver  to  llie  tlollar, 
lian  7)0  cents,  that  will  be  a loss  of  over  fifty  per  cent.,  <>r  more  1 lian 
»00,  which  is  more  than  four  times  the  entire  volume  of  the  national 
<t  still  unpaid 

in  doubt  that  this  I’osult  will  follow  upon  any  act  of  our  goveniment 
go  the  gold  staiuiardV  It  cannot  be  denied  that  we  must^  have  a solid 
sis  of  value  somewhere  for  our  currency.  What  is  it  to  be?  According 
laws  it  must  be  coins  containing  either  25.8  grains  of  gold,  or  else  412.5 
Ivor  1X)0  line.  Tliere  is  no  standard  but  these  t.vo  by  wliicli  to  measure 
in  this  coiintrv,  and  as  tliese  two  standai'ds  differ  in  I’cal  value,  the 
ome  when  we  must  cleave  to  the  one  and  loi’sake  the  otlier. 

. for  tlie  sake  of  argument  merely,  that  the  government  can  elect  to 
iilver  dollar  the  standard;  dare  we  encounter  the  consequetiees  ? 
e standard  is  gold — gold  by  force  of  the  statute  ot  February  12,  18o3, 
g the  dollar  of  25.8  grains  o*f  gold,  nine-tenths  fine,  as  the  monetary  unit ; 
ntract  under  tlie  Resumption  Act  of  187o;  gold  according  to  thereat 
le  $4,700,000,000  of  good  money  lent  by  the  people  to  tlie  banks,  m the 
posits,  and  now  owed  by  tlie  banks  to  the  people  in  gold;  gold  by  the 
nderstanding  and  business  dealings  of  the  people  dm-ing  the  last  twenty 
ite,  municipal,  railroad  and  other  corporation  bonds,  private  bonds  notes 
x’ts,  salaries,  wages,  rents  and  taxes,  are  all  on  a gold  basis,  placed  there 
ence  of  the  popular  faith  in  these  solemn  enactments  by  Congress,  sanc- 

-ngress  sav,  now.  that  the  standard  is  the  silver  dollais  andgraightw-ay 
2,350, 000,1)00  will  fall  upon  those  among  the  people  of  the  United  States 
no  gold,  no  foreign  exchange,  no  government  bonds,  no  hank  stock 
•ople,  the  masses, Vho  have  deposits  in  the  various  banks  and  wdio  ho  d the 
.vided  by  the  government,  will  have  to  hear  the  entire  loss.  vVliat  boots 
rge  part  of  this  fearful  loss  will  he  offset  by  gams  to  those  [banks  and 
,-lio  now  ow'e  this  monev,  and  who  have  been  ^VIse  enough  or  fortunate 
invest  it  abroad,  or  to  hold  it  here  in  gold,  or  in  securities  convertible 

:a.se  supposed  the  poor  will  all  be  made  poorer,  the  great  hulk  of  the 
are  iti  moderate  circumstances  will  bear  the  chief  loss,  while  some  lew 
> rich  may  possiblv  be  made  richer.  If  these  tiling^  are  clear! v appre- 
ther  in  Congress  or  among  the  people,  will  any  voice  he  raised  to  dis- 
ublic  confidence  now'  enjoyed  by  our  money?  No  patriot,  no  statesman 
i to  disturb  it ; no  demagogue  or  fanatic  would  dare  to  do  so. 

Definiteness  and  Stability  of  Value  the  Essential  Qualities 

OF  Money. 

nualitv  must  money  possess  in  order  to  conform  to  natural  law,  to  sm’ve 
of  industrv,  to  comniand  the  confidence  by  winch  alone  it  can  lulhl  its 
as  a medium  of  excliange  and  a measure  of  value,  and  hence  to  merit  tlie 

•f  civil  Itiw’ 

nswer  is,  tlie  qualities  essentially  requisite  for  money  are,  deliniteness 

itv  of  value.  . ,,  , , 

. pavment  of  wages,  and  in  all  small  transactions,  the  current  money  of 

mdVlace  is  used  to  measure  values,  just  as  in  the  retail  trade  the  yard- 
ed to  measure  cloth,  pound  weights  to  measure  sugar,  or  pint  cups  to 
uolasses.  But  beyond  the  retail  trade  goods  are  passed  from  hand  to 
ug  W'liolesale  dealers  by  tlie  package  or  bale,  the  barrel  or  hogshead,  and 

or  bv  checks  or  drafts.*  ^ 

the  packages,  bales,  barrels,  hogsheads,  and  cargoes  are  apregations  ot 

ind  weight,  based  upon  primary  and  fixed  unit.s  of  weight  and  measiu  e- 
like  mariner  amounts  of  dollars  or  pounds  sterling,  specified  m checks 
d hills  of  exchange,  are  aggregations  of  money  based  upon  a pnmarj  and 

ouVa  perfect  understanding  and  agreement  between  buyer  and  seller  as 
ual  w'eiglit  of  an  ounce,  and  the  actual  value  of  a dollar,  these  tran.sactions 
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♦ Bon  U and  stocks  are  paid  for  in  the  same  way. 
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could  never  occur  ; merchants  demand  this  certainty  in  all  their  dealings,  and  they 
are  "■enerallv  able  as  well  as  careful  to  secure  it.  If  the  mail  who  is  about  jiaviiig 
for  a cargo  by  the  thousand  tons  lias  any  doubt  as  to  w hat  constitutes  an  ounce  m 
the  estimation  of  tlie  person  who  has  weighed  the  cargo  at  the  port  of  shipment, 
he  will  not  make  the  pavment  until  he  has  verilied  the  weight  by  his  own  scales^ ; 
but  if  there -is  no  doubt  iqion  that  point,  he  pays  by  the  weight  specilied  in  tlie  hills 

of  lading.  . , . i • .1  r c 

So  if  the  man  to  whom  p.ayment  for  this  cargo  is  Iieing  made  m the  form  ot 

check  01*  draft,  has  ao  doubt  as  to  the  real  value,  /.  c.,  the  kind  of  dollars,  repre- 
sented bv  these  paper  orders  for  money,  he  accepts  them  as  if  tliev  weie  nione\  ; 
but  if  he  lias  doubts,  he  requires  to  be  jissured  iqion  this  point  before  parting  with 
the  hills  of  lading,  which  are  paper  orders  lor  his  property.  Ihe  quantity  or  weight 
specilied  in  the  bills  of  lading  being  fixed,  he  very  reasonably  demands  equal  certi- 

tude  as  to  tlie  exact  value  he  is  to  get  in  exchange.  . 

It  is  absolutely  necessarv  to  have  a unit  of  value,  not  only  for  measuiing 
values,  but  for  expressing  their  measurement  accurately,  because  unless  tlie  several 
values  of  different  objects  can  l>e  thus  ascertained  by  a conuunii  unit  orAalue- 
measure,  and  unless  tliey  can  be  exj)resse<l  iii  terms  common  to  all,  lliese \alues 
cannot  be  compared  with  the  requisite  degree  of  exactness  lor  the  purposes  ot  liade 
and  commerce.  Witliout  the  means  for  such  comparison  industry  would  bo 

paia^j^ze^^^^^^  to  pay  or  to  receive  monev  at  a future  time  would  never  be  entered 
into  if  tlie  actual  value  to  be  paid  or  received  at  that  time  cannot  be  relied  upon  by 
botli  parlies.  The  very  existence  of  credit  is  therefore  dependent  upon  the  cer- 
tainty of  the  monetary  unit.  The  establishment  of  a monetary  unit  orlixed  stand- 
ard of  value  is,  therefore,  the  liighest  duty  of  governments,  and  the  more  numerous 
and  diverse  the  forms  of  money  in  use,  the  more  imperative  does  tins  duty  become. 

There  is,  however,  another  element  required  to  make  any  particular  kind  ot 
money  really  good,  namely,  invariability  in  its  purchasing  po^^er,  stability  of 
v^alue 

We  are  so  accustomed  to  measure  values  and  to  express  all  variations  of  value 
bv  money,  that  it  requires  a little  etfort  to  conceive  of  money  itself  as  varying  in 
value,  but  such  a conception  will  be  by  no  means  ditticult  if  regard  is  liad  to  tlie 
distinction  between  price  and  value  which  has  been  already  pointed  out. 

When  w'e  compare  the  value  of  any  commodity  w'itli  tliat  of  money,  we  ex- 
press tlie  result  of  tlie  comparison  in  money  value,  that  is,  price.  So  we  say, 
“ Tliis  w'atcli  is  w'orth  slOO,”  “ The  price  is  $100.”  Yet  w e can  conceive  of  a man 
who  has  $100  saying,  “The  price  of  tliis  $100  is  such  and  such  a w'atcli.”  The 
jew'eler  buys  8100  with  his  w'atch  when  the  customer  buys  the  watch  witli  $100, 

Variations  of  tlie  relation  expressed  Iiy  price  may,  of  course,  be  caused  bv  a 
change  in  tlie  value  of  the  article,  or  by  a change  in  the  value  of  the  money,  or  by 
changes  in  botli  values. 

This  point  being  made  clear,  it  is  evident  that  good  money  should  not  only 
stand  tlie  test  of  passing  current,  but  it  sliould  also  be  definite  in  value  and  possess 
the  further  quality  of  stability  of  value.  The  posse.ssiou  of  this  latter  quality  is 
essential  to  good  money,  because  we  measure  all  other  values  by  money. 

Since  stability  of  value  is  an  es.sential  property  of  good  money,  the  question 
arises,  how  is  this  obtained?  And  then  there  is  another  question  behind  this, 
namelv,  how  are  the  people  to  distinguish  between  money  that  possesses  this  qual- 
ity and  money  that  lacks  it?  Stability  of  value  is  assured,  w;hen,  as  has  been  the 
case  in  England  for  nearly  half  a century,  only  one  metal  is  used  for  money,  or 
when,  as  has  been  the  case  in  the  United  States  since  January,  1870,  all  the  dilfer- 
ent  kinds  of  money  in  use  are  maintained  constantly  at  a parity  of  value  with  the 
monetary  unit. 

The  practical  test  of  stability  in  the  value  of  the  money  in  use  is  general  sta- 
bility in  prices.  There  is  no  other  test,  nor  can  any  better  be  conceived. 

IX. — The  Monetary  Unit. 


It  has  been  ascei’tained,  by  the  experience  of  past  generations,  that  even  two 
kinds  of  money  cannot  possibly  continue  circulating  side  by  side  when  once  they 
are  recognized  as  differing  in  purchasing  power,  i.  e.,  in  money  force,  because  the 
moment  any  inequality  of  value  among  the  ingredients  of  a mixed  currency  is  dis- 
covered or  even  suspected  to  exist,  that  moment  everybody  hoards  .the  more  valu- 
able and  hurries  to  pass  off  the  less  valuable  of  those  ingredients;,  .so  that  in  a 
short  time  the  former  are  sifted  out  from  the  circulation  and  disappear,  while  only 
the  least  valuable  ingredient  of  all  remains  accessible  to  the  people;  thus  debasing 
the  money  of  the  community  and  correspondingly  affecting  all  measurements  of 
values,  i.  e.,  raising  the  prices  of  everything. 
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-tunil  law  was  lirst  pointed  out  by  Sii’ Tliomas  ttresliani.  tlii’ee  hun- 
ami  by  reror.Mice  to  history  it  is  bnuul  to  have  asserted  itself,  both 
me  ami  sims*,  wlienevei'  ami  wberevei'two  or  ivore  kinds  ol  money,  eir- 
U’ether,  have  l)eeii  perec'ived.  or  even  snspeeted,  t > have  lost,  or  to  be 
>’,  tbeii'  e(|iiipoise  in  value.  So  universal  atid  inevitable  is  the  operation 
bat  people  of  all  lands  ami  all  tongues  have  tlelied  edicts,  statutes,  and 
iry  force  ; they  have  |)ut  aside  old  ])rejudices  ind  disregarded  usage, 
itriotism,  public  spirit,  ('ven  what  appeal's  to  be  their  own  imnietliate 
prosperity,  in  llie  irresistible  iuipulsi*  to  pursue  a course  of  individual 
Ill'll  when' practised  by  all  inevitably  results  in  restricting  tlie  money 
111  the  community  to  the  least  valuable  and  least  desirable  of  its  ele- 

cases.  of  course,  the  sifting  and  hoarding  is  done  idiiefly  by  those  who 
to  perceive  the  tendency  toward  divergence  in  value,  and  as  these  are 
ankers  and  other  dealers  in  money,  they  reap  whatever  benelit  can 
got  out  of  the  sifting  and  the  hoarding,  while  the  refuse  of  the  circula- 
>If  upon  laborers,  artisans,  farmers  and  other  ])lain  folk.  As  eveiw 
■ncy  is  in  danger,  more  or  less,  of  having  tlieequilibrium  of  value  among 
nts\listurl)ed,"at  some  time  or  other,  by  causes  beyond  the  control  of 
ment  and  piiojile,  ami  of  thus  suffering  dissolution,  such  currencies 
by  many  writers  and  statesmen,  altogether  condemned  as  mischievous 
le,  and  the  only  grounds  upon  which  they  have  been  justified  are  these 
the  convenience  to  the  people  of  having  several  kinds  of  money  from 
lect  whichever  best  suits  each  occasion;  secondly,  economy  in  the  use 
dh  of  the  precious  metals ; thirdly,  raising  the  volume  of  the  circula- 
.vhat  could  be  maintained  by  using  only  one  of  these  metals  ; fourthly, 
considerations,  whatever  they  may  be,  that  support  the  doctrines  of 
lists. 

o,  for  anv  rea.son,  favor  our  present  mixed  currency,  must,  by  logical 
s.sent  to  the  proposition  that  the  .good  of  the  people  reiiuires  that  the 
)iuposing  it  be  preserved  in  harmony  of  value,  since,  because  of  Cfresh- 
lat  is  the  sole  condition  upon  which  the  integrity  of  the  currency  can 
ind  the  volume  of  the  circulation  maintained. 

sired  object  can  be  practically  accomplished  only  by  the  establishment 
‘nance  of  a monetary  unit,  or  a unit  of  value,  corresponding  with  the 
onal  unit  of  the  money  system  of  the  community. 

etary  unit  is  a definite  weight  of  a particular  metal  of  a certain  fine- 
lished  by  law,  to  be  the  actual  substantive  \'alue  designated  by  the 
is  the  denominational  unit  of  the  money  system  of  the  country.  The 
onal  unit  of  our  monev  svstem  is  the  term 'do//ur;  the  monetary  unit, 
alue,  is ‘Jo. S grains  of  .gold,  nine-tenths  fine.  It  may  be  interesting  to 
storv  of  this  matter  in  the  laws  of  the  United  States. 

iiu‘V  circulating'  in  the  lailonies  consisted  of  British,  French  and  Spanish 
Iv  "the  latter,  and  also  of  paper  bills  of  credit  emitted  by  the  different 
vernments.  In  all  history  there  is  nothing  so  instructive,  in  respect  to 
the  ai'count  of  the  various  currencies  that  from  time  to  time  vexed  the 
.*  people  and  thwarted  all  industrial  efforts  in  these  enterprising  and  res- 
luuities.*  Experience,  therefore,  impressed  the  Fathers  of  IheAmeri- 
with  the  importance  of  a new  dei)arture  in  financial  management,  and 
ind  that  the  Articles  id'  Confederation,  which  stand  at  the  threshold  of 
d existence,  vi'sted  in  Congress  “the  sole  and  exclusive  right  and  power 
ig  the.  alloy  and  value  of  coin  struck  by  their  own  authority  or  by  that 
ective  States.’’ 

ler  and  more  effective  step  in  the  same  direction  was  alterward  made  by 
n the  Constitution  that  “the  Congress  shall  have  power  to  coin  money, 
le  value  thereof,  and  of  foreign  coins.”  and  that  “ no  State  shall  coin 
it  bills  of  credit,  or  make  anything  but  gold  and  silver  coin  a tender  in 

' debts."  . . , ,, 

suance  of  these  wise  provisions  of  the  Constitution,  Congress,  by  the 

il  Jd.  17!)‘3,  established  the  dollar  as  the  unit  oi'  the  money  of  account  " 
>le  United  States,  and  from  that  day  to  this  all  our  conceptions  of  the 
ings,  all  our  computations  and  contracts,  have  been  expressed  in  dollars. 
to*lyC‘3  legal  provision  was  made  from  time  to  time  for  preserving  uni- 
the  conventional  value  of  whatever  different  kinds  of  money  enjoyed 
ition  of  the  Federal  Government. 

S6J  monetary  affairs  became  greatly  disordered  by  the  war,  coin  di.sap- 

Itiey,  p.  304  et^iq.  F.  A.  Walker.  Nev  York.  18T8.  Mom  y:  Its  Laws  and  History,  p.  4g) 
Poore,  New  York,  1877.  SuiuuerV  American  Currency. 
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peared  from  g-eneral  circulation,  while  United  States  Treasury  notes  on  one  side, 
and  Confederate  States  Treasury  notes  on  tlie  other,  became,  under  the  operation 
of  (Tresham's  law,  the  only  kind  of  money  available  to  tin*  people  at  lar^e,  not- 
withstandini^:  that,  a(*cordin^to  Ihe  best  estimate,  the  g'oUl  coin  in  tlie  ci^iantry  was 
never  less  than  000,000.  When  tlie  war  ended,  in  1S05,  the  t'onfederate  cur- 
rency was  worthless,  and  the  y^reenharks  were  so  depreciated  that  -*100  in  that 
<‘uri‘encv'  would  buy  only  about  in  g'old  (*oin  of  the  United  Slates.  Th*?  Na- 
tional Bank  notes,  being*  redeemable  in  greenbacks,  conformed  in  conventional 
value  to  that  depreciated  currency. 

The  Resumption  Act,  and  tlie  measures  taken  in  pursuance  ot  it,  restored  to 
the  people  substantially  the  money  intended  to  he  guaranteed  to  them  by  the 
Constitution,  and  the  last  of  the  series  of  acts  fixing  tin*  vain**  of  this  money,  based 
it  on  a monetary  unit,  viz.,  25.8  grains  of  gold,  nine-tenths  tin**.  This  has  r**mained 
until  to-day  the  monetary  unit  of  the  United  States,  and  hytliisall  values  have 
been  measured  and  <*omputed  since  January  1. 

The  importance  to  the  people  of  selecting  and  ailhenng  to  a certain  weight 
and  tineness  of  one  metal  as  the  monetary  unit,  arises  wliolly  out  of  the  fact  that 
their  money  is  rnanirold  in  form,  substance  and  intrinsic  value.  Our  four  kinds 
of  money,  differ  in  intrinsic  value,  and  therefore  they  can  he  maintained  at  uni- 
form conventional  and  legal  value  only  by  investing  one  of  tlie  two  metallic: 
coinages  (gold  and  silver)  witli  the  character  of  a basis  or  standard  of  value,  and 
by  force  of  law  conferring  upon  tlie  other  elements  of  the  currency,  values  rep- 
!*esentative  of  the  actual  value  intrinsically  present  in  that  selected  to  be  the 
standard. 

The  Government  is  by  no  means  free  to  select  either  of  the  two  coinages  as 
the  standard,  but  must  select  that  of  greater  intrinsic  value,  or  else,  under  Gi’esh- 
am's  law,  those  coins  will  disappear  from  circulation.  If  instea<l  of  25.8  grains  of 
gold  412J^  grains  of  silver  had  been  made  tlie  monetary  unit  in  1873,  we  should  now 
have  no  gold  coin  at  all  in  circulation. 

The  monetary  unit  once  estahlislied  becomes  the  standard  for  measuring  all 
values  expressed  iu  money,  and  thus  it  enters  into  all  business  and  financial  trans- 
iudions,  arrangements,  and  contracts  ; hence  it  should  be  always  preserved  at  sub- 
stantially the  same  level  of  value, 

The  progress  toward  simplification  and  method,  which  begun  when  coins  were 
substituted  for  scales  and  weights  in  the  measurement  of  copper,  silver  and  gold,  has 
been  continued  constantly  in  the  direction  of  improving  the  coins,  perfecting  their 
accuracy,  and  fortifying  their  j)ennanency  in  respect  to  value,  and  its  logical  con- 
clusion "is  now  reached  iu  tlie  adoption  of  a monetary  unit,  by  means  of  which 
several  kinds  of  money,  varying  in  intrinsic  value,  are  co-ordinated  as  to  legal 
value,  and  their  solidarity  iu  the  currency  is  established  and  jireserved. 

Tlie  iluty  of  the  government,  therefore,  in  resjiect  to  this  matter,  is  to  establish 
a monetary 'unit,  and  to  provide  against  its  being  changed  except  by  such  universal 
consent  as  is  re({uisite  to  effect  a c'onstitutional  aniendment. 

Imagine  an  ordinary  woi*kshop  where  the  fool-ruh*s  are  not  on  the  same 
si*ale ; where  the  unit  of  linear  measure — the  inch — is  not  definite  nor  fixed,  so  that 
the  inches  and  the  feet  marked  on  oniMiiairs  rule  do  not  (.'orrespond  with  the  inches 
and  the  feet  marked  on  the  rule  of  another  man  migaged  <»n  a different  jiart  of  the 
same  work.  Would  tliere  not  be  inextricable  confusion  and  wrangling  among  the 
men,  attended  with  spoiling  of  material  and  conseipient  loss  and  vexation  to  the 
proprietor?  Would  there  not  be  necessarily  a spontaneous  halt  in  the  work,  ami  a 
siniultanetiius  demand  that  some  one  of  the  various  inch**sl)e  selected  as  a slantlard. 
and  that  all  rules  that  differed  from  the  standard  be  baiiislied,  and  even  destroyed 
utterly  ? 

Now  money,  as  a measure  of  value,  sustains  toward  the  specialized  and  differ- 
entiated industries  of  this  country,  relations  pi*ecisely  like  those  wliich  foot-rules 
sustain  to  the  specialized  and  differentiated  emjdoymentH  into  which  the  work  ot  a 
great  machine-shop  is  distributed.  An  industrial  peojde,  subjected  by  their  gov- 
^*rnment  to  the  use  of  an  uncertain  curremy,  are  just  as  hadlv  treated  as  wouUl  be 
tlie  hands  in  a machine-shop  who  should  l>e  furnished  with  defective  and  inaccu- 
rate foot-rules,  and  then  held  accountable  for  material  spoiled  and  time  lost  by 
misfits. 

One  step  further  : while  the  United  States  may  he  regarded  as  a great  work- 
shop, yet  it  IS  only  a branch  of  tlie  still  greater  workshop  of  the  world  at  large. 

The  value-rule  iu  use  among  us  should,  tlierefoi*e,  bear  a definite,  known,  and 
unchangeable  relation  to  tlie  value-rules  in  use  among  the  people  with  whom  we 
trade.  While  it  would  he  more  convenient  to  have  but  one  monetary  unit  for  all 
the  world,  it  is  not  necessary  to  do  so.  Different  nations  may  still  retain  those 
they  are  accustomed  to,  but'it  is  absolutely  essential  that  each  of  these  should  be 
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immutal 
of  metal 


le  in  leal  \alue,  and  that  they  should  all  ho  alike  in  material,  for  identitv' 
can  alone  insure  identity  of  intrinsic  i alue  in  eoual  weights. 


X.— Legal  Tenoer. 

toim  legal  tender  is  a tecimical  expression  signifying  that  which  (he 
•nhes  to  he  paid  or  tendered  in  order  to  discharge  a debt,  satisfy  a jud--l 
Id  a money  contract,  or  pay  taxes.  - 

•ery  oliject,  therefore,  of  a legal  tender  law  must  necessarily  he  to  e.stah- 
‘d  and  immutalde  measure,  or  .standard,  hy  which  the  yalue  repaid  or  re- 
av  lie  compared  with  and  made  ecpial  to  the  yalue  acknowledged  to  haye 
ned  and  in  other  cases  hy  which  the  value  paid  in  satisfaction  of  a debt 

uient  iiiay  he  compared  alid  equalized  with  the  value  agreed  or  adiiuh-ed 
able  theretor.  ^ ^ 

•eing  the  nature  and  the  object  of  all  legal  tender  laws,  reason  itself  re- 
it  wliensuch  a law  gives  legal  tender  force  t..  several  kinds  of  money 
Is  ot  money  must  he  always  preserved  at  equal  value,  for  if  they  are  not 
■ etl  the  nature  of  the  legal  tender  law  is  violati d and  its  essential  ohieet 
<1.  tills  IS  not  only  a re(purement  of  reason,  hut  it  is  also  demanded  by 

t ol  justice  which  IS  the  soul  of  law  and  should  be  the  animating  nrinci- 
legislatioii.  ° ^ 

tender  laws  control  the  execution  of  contracts,  and  every  contract  em- 

0 or  more  persons,  sustaining  to  each  other  compleiiientary  relations 
ice  ol  these  recqirocal  relations  is  eipiality;  equality  of  the  value  re- 
the  ilate  ot  the  note  or  bond,  with  the  value  agreed  to  be  returned  at  its 

I'hole  theory  of  a money  penalty  for  default  of  specific  performance  rests 
doc  rule  here  set  forth,  and  this  doctrine  also  underlies  all  taxation  for 
ixtHl  value  111  the  inediiim  of  payment  the  taxing  power  can  neither  pro- 
lately  lor  the  imbhc  needs  nor  gauge  the  bimh  n laid  on  the  tax-nayers 
loney  but  money's  worth,  not  the  dollar  but  the  dollar's  wortii,  is-  thd 
industry,  the  i.ropelhng  force  behind  human  enterprise  and  endeavor 
IS  the  key  to  the  obligations  of  governments  in  respect  to  legal  tender 
hey  are  bound  to  preserve  its  value,  its  true  worth.  The  name  of  the 
denomination  of  the  note,  is  absolutely  naught . the  value  is  the  (essence 
tter;  cRpiahty  ot  value,  not  identity  of  substance,  between  the  thing  bor- 

1 the  thing  returned  ; equality  of  value,  not  spis-ific  identity,  between  the 
nis(H  andthe  thing  performed,  will  alone  content  the  avidity  of  justice 
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tlie  go^  ernment  is  charged  with  the  duty  of  determining;  wliat  the  peo- 
‘ysiiall  he,  it  is  well  to  inquire  what  principles  suouldg-overn  the  coina^-e 
iml  the  creation  ol  paper  currency.  ' 

proceeding-  to  these  imiuiries,  however,  it  is  necessary  to  point  out  the 
between  these  two  kinds  of  money  : Coins  possess  intrinsic  value  ; that 
stance  of  which  they  are  made  is  valuable  in  itself.  Whether  coined  or 
silver,  and  copper  are  valuable  as  metals,  and  their  value  is  nearly  the 
the  world  r.ver.  Paper  money  has  practically  no  intrinsic  value;  its 
ce  depemisupon  law,  or  upon  the  financial  creoitof  the  g'overnment,  or 
)t  a bank;  sometimes  certificates,  representing  coins  of  g*old  or  silver 
ui  the  Treasury,  and  redeemable  in  sucli  coins,  are  used  as  monev, 
geneiall\  expresses  an  oblig*ation  ora  pronuse;  it  usually  implies  a 
’ a trust,  and  its  value,  derived  wholly  from  these,  depends  for  its  con- 
!>on  the  public  conlidence  that  the  promise  or  obligation  will  be  fulfilled 
r contract  executed.  Beyond  the  limits  within  which  this  confidence 
give  It  cLin-ency,  paper  money,  whether  in  the  form  of  Bank  of  England 
nbacks,  ^sational  Bank  notes,  or  coin  certificates,  loses  its  monev'  func- 

s no  force  to  pay  wages,  or  to  pass  from  hand  to  hand  in  the  ordinarv 
any  traffic, 

important  difference  between  coins  and  paper  monev. 
of  coins,  being  in  their  substance,  is  not  affected  by  or  dependent  on 
mped  or  imprinted  upon  them. 

inetal  is  beyond  the  reach  of  political  strife  ; it  is  free  from  danger  by 
isaster,  panic,  or  war.  Earthquakes,  revolutions,  the  rise  and  fall  of  eni- 
been  powerless  to  impair  by  a fraction  the  value  inhering  in  the  coins 

le  garments  of  trembling  towns-people  or  hidden  in  the  huts  of  a terri- 
trv. 


THE  PEOPLES  MONEY. 


Paper  currency,  on  the  other  hand,  is  created  by  statute  ; every  note  has  value 
conferred  upon  it  solely  by  the  stroke  of  the  i>en  recording  an  otlicial  signature.  A 
greenbai  k or  bank-note  of  -!:1,000  contains  no  more  )>aperand  ink  than  one  for  only 
1?“) ; it  costs  no  more  to  produce  the  one  than  the  other.  The  money  life  of  such 
('urreucy  depends  wholly  upon  the  continuous  sustaining  force  of  the  law  ; interrupt 
this,  and  it  droops  depreciated  ; cut  off  tliis  support  hy  repealing  the  law  or  dis- 
abiing  the  government,  and  the  currency  dies,  as  the  lights  go  i>ut  when  the  gas  is 
turned  off.  Eveiy  note  that  di-aws  vitality  from  the  law  pei*ishes  with  the  repeal  of 
the  law.  or  with  the  downfall  or  bankrujitcy  of  the  government,  even  though  it  be 
locked  in  a hidden  recess  a thousand  miles  away  from  the  seat  of  legislation  or 
the  theatre  of  revolution. 

A depreciated  currency,  whether  metallic  or  paper,  is  the  sum  of  all  monetary 
evils;  it  is  worse  in  its  effects  than  war  or  pestilence  ; it  seeks  out  and  ruins  the 
most  secure  uiul  the  most  secluded ; it  brings  widows  and  orphans  to  penury;  it 
corrupts  the  virtuous,  disheartens  tlie  industrious,  destroys  the  helpless  ; it  breeds 
rapacity,  pampers  vice,  and  sets  up  gambling  as  a substitute  for  profitable  toil. 

It  may  he  asked,  How  may  a government  secure  its  people  against  the  danger 
of  the  currency  becoming  depreciated?  The  answer  is;  A government  should 
never  make  anything  lawful  money  but  coins  of  metal,  and  j>aper  convertible  into 
such  coins  on  demand  of  the  holder. 

There  is  no  reason,  however,  from  a financial  point  of  view,  though  there 
may  be  political  I'easons  against  it,  why  the  United  States  government,  after 
establishing,  under  constitutional  sanction,  an  unchangeable  monetary  unit,  should 
not  provide  in  its  laws  for  a system  of  banks  of  issue,  which  may  supply  to  the 
currency  an  element  adjustable  in  volume,  under  natural  laws,  to  the  vaiwing 
needs  of  industry. 

Metallic  money  is  certainly  as  old  as  the  time  of  Abraham.  Then  it  passed  by 
weight.  More  than  a thousand  vears  after  that  coins  were  invented—at  first  these 
were  made  of  brass,  then  of  iron  and  copper;  long  afterwards  silver  coins  were 
struck  ; gold  was  the  last  to  be  coined. 

At  each  stage  in  the  jirogression  from  the  less  valuable  to  the  more  valuable 
metals,  the  material  of  money  seems  to  have  borne  a relation  to  the  value  of  labor. 

In  primitive  times  money  had  no  general  sphere  of  circulation.  Nearly  all  labor 
was  (lerformed  by  slaves  or  dependents,  lienee  there  were  no  wages  to  be  paid, 
personal  service  was  requited  not  by  money  but  by  protection,  shelter  and  main- 
tenance, few  industries  were  pursued  for  gain  and  trade  consisted  largely  of  barter. 

Now  industrv  has  become  almost  universal  and  is  infinitelv  varied,  each  worker 
is  master  of  his  own  earnings,  so  that  money  is  indispensable  to  tlie  daily  life  of 
iumdreds  of  millions  of  men,  women  and  children,  and  the  material  of  money  has 
increased  in  value  with  the  rising  value  of  the  labor  it  measui*es  and  the  increasing 
volume  of  the  transactions  it  liquidates. 

It  is  in  this  way  that  the  world  has  outgrown  brass,  iron  and  copper,  succes- 
sively used  as  money ; these  metals  are  now  all  too  low  in  value,  in  proportion  to 
their  weight  and  bulk,  to  serve  the  needs  of  industry  among  the  more  advanced 
nations,  although  copper  coins  are  still  found  in  circulation  among  peoples  less 
advanced.  Gold  and  silv’er  are  thelmetals  now  chieily  used  as  money  in  Europe 
and  America.  Mankind  has  become  satislied  by  experiment  that  silver  and  gold 
are  the  best  metals  to  be  used  as  money  at  the  present  time,  and  when,  if  ever, 
they  become  satisfied  that  either  of  them  can  be  advantageously  dispensed 
with  for  such  use,  tljat  metal  will  cease  to  be  used  for  money,  and  no  amount  of 
sentiment,  no  force  of  declamation,  can  prevent  its  disuse. 

It  is  only  in  modern  times  that  paper  money  has  come  into  use.  A sketch  of 
its  history  will  be  found  in  Chapter  XII ; but  it  may  be  well  at  tliis  point  to  sug- 
gest some  views  as  to  paper  money  generally.  All  paper  currency,  whether  issued 
by  the  government  or  by  a bank,  consists  of  due  bills  only ; these  due  bills  may  be 
simply  the  government  oiitlaj",  or  they  may  represent  taxes  to  be  collected,  or  gold 
or  silver  coins  deposited  in  the  Treasury;  or  they  may  represent  value  in  some 
othiU'  form  received  by  the  government  or  by  the  banks.  History  teaches  that  it  is 
never  entirely  s ife  for  any  people  to  entrust  the  keeping  of  all  their  gold  and  silver 
to  treasuries  and  banks,  while  they  have  nothing  to  show  for  it  but  a paper  receipt ; 
and  it  is  always  exceedingly  unsafe  for  the  people,  especially  farmers,  artisans, 
and  laboring  men,  who  are  not  in  the  way  of  keeping  up  with  financial  changes, 
to  become  wholly  dependent  upon  a currency  that  has  neither  gold  nor  silver 
behind  it,  but  which  consists  wholly  of  paper  representing  future  taxation,  or 
which  is  based  solely  upon  the  credit  of  a government,  or  of  a corporation  under 
governmental  control. 

If  the  government  supplies  the  money  it  ought  to  take  care  that  all  of  it  is 
equally  g’ood,  and  equally  good  at  all  tines;  but  this  cannot  be  tlepended  upon 


10 


THE  PEOPLE'S  MOyEY. 


‘ |>eople  mi(lf‘rst:uul  tl»e  diJfei  (*m‘e  bot  woi  n *;'oo<l  money  and  bad,  and  re- 
V representatives  to  possess  that  knowledge  also,  and  to  aj>ply  it  in  legis- 
lere  alone  such  knowledge  can  be  u|»|tlied  etfectively. 

nin's  labor,  or  his  crop,  not  always  good  vahu*,  iiul  should  they  not  at  all 
»aid  for  in  money  that  has  equally  good  value?  (’an  a man  afford  to  be 
t as  to  whether  the  money  he  gets  is  always  e<pially  good  ? It  is  certain 
aioney  can  never  be  so  plentiful  that  wages  paid  in  it  will  go  as  far  wlien 
.o  be  spent  us  wages  paiil  in  good  money. 

XII.— Paper  Money. 

what  precedes  it  is  apparent  that  to  the  people  of  an  industrial  commn- 
‘ssential  that  all  their  money  shoul<l  be  of  such  materia',  and  so  rooted  in 
iws,  as  to  mtM'it  and  to  obtain  universal  confide!ice,  both  as  a medium  of 
and  as  a measure  of  value.  For  this  reason  many  economists  insist  that 
hould  recognize  nothing  as  money  but  coins  of  gold,  silver,  or  copper,  be- 
se  alone  ])ossess  inti  insically,  and  in  the  highest  degree,  the  qualities 
>erience  lias  shown  to  be  characteristic  of  good  money.  It  is  to  be  con- 
Mweyer,  that  a great  volume  of  circulation,  consisting  exclusively  of 
als,  is  a very  costly  appliance. 

ier  to  appreciate  the  force  of  this  objection  to  an  exclusively  metallic  cir- 
we  need,  lirst  of  all,  to  fully  I’ealize  that  every  dollar  of  money  actually 
1 any  community  lielongs  to  some  individual  or  ixistitution,  and  that  every 
ir  is  inert  capital,  void  of  increase  and  eaniing  nothing.  Whether  car- 
r*  [)ocket  or  locked  in  a safe,  every  coin  and  every  note  costs  to  its  pos- 
y l»y  day,  the  loss  of  whatevau’  interCvSt  or  prolit  he  might  obtain  by  part- 
it,  through  investing  its  value  in  some  productive  form,  i,  c.,  in  a savings 
>sit  or  in  bonds,  stocks,  promissory  notes,  real  estate,  macliiuery,  tools, 
et<*.  All  these  and  many  other  foi'ms  of  property  yield  to  tlieir  ])Ossessor 
dit  o!’  pleasure  without  diminution  of  their  value  as  projxerty  ; but  money 
hing*  while  it  is  kept.  To  derive  pleasure  or  pndit  from  money  one  must 
it. 

lants,  traders,  and  manufacturers  keej)  as  little  cash  on  hand  as  possible, 
igli  they  possess  large  capital ; while  the  great  operators  in  exchange,  se- 
nd ju’otiuce  habitually  draw  their  bank  balances  down  to  the  lowest  point 
-ider  consistent  with  safety  to  tlieir  business,  and  if,  at  the  end  of  any 
rations,  one  of  these  liruis  bis  balance  larger  than  necessary,  be  will  try 
it  the  excess,  ('ven  at  a very  low  i*ate  of  interest. 

cat  is  tlie  bui*den  of  idle  money  that  in  many  kinds  of  business  needing 
I money  for  slioi’t  periods  of  time  only,  it  is  lound  more  economical  to 
u*  siu*li  p(M*iods  than  to  bold  so  much  money  over  the  intervening  spaces 
thus,  huildei's  are  always  large  borrowers,  farmers  invariably  get  ad- 
I tL  mal  uring  crop  ; while  factors,  warehousemen,  and  otliers  engaged  in 
g agri<*ultural  products  woidd  have  their  commissions  and  prolils  con- 
loss  ol  interest  if  they  shoukl  undertake  to  keeji  idle  ail  through  the  late 
(I  the  summer  the  munev  thev  know  they  must  pav  out  during  the  autumn 

M*. 

ig  fully  realized  that  the  entire  volume  of  circidation  in  any  community 
Ml  upon  its  industries,  it  is  next  in  order  to  impure  how  that  burden  may 
led,  and  the  answer  will  be  fouml  to  be,  first,  by  abstaining  from  legivsla- 
ng  to  enlarge  the  circulation  beyond  actual  needs;  and,  secondly,  by 
•er  money  to  a greater  or  less  extent.  Tlie  first  })oint  will  be  treated  in 
<*r  entitled  Volume  of  Circulation  ; the  second  is  to  be  now  established. 


notes  in  exchange  for  interest-bearing  obligatiims  of  some  character,  and 
; those  notes  remain  “out’’  the  bank  has  the  use  of  that  capital  free  of 
e jirofit  from  such  use  coming  to  the  bank  is  (taking  the  bank  and  the 
^ community  as  one  wliole)  an  offset  to  the  loss  of  profit  upon  the  same 
f capital  which  has  been  sustained  by  the  members  of  the  community 
, for  the  same  period  of  time,  been  successively  holding  the  notes.  The 
jf  the  notes  to  the  bank  which  issues  them  is  small ; but  if  the  bank  had 
to  issue  notes,  and  was  compelled,  before  it  could  discount  paper,  to  buy 
id  get  it  coined,  the  cost  of  the  bullion  would  only  a fraction  less  than 
y produced  by  its  mintage.  The  saving  to  the  community,  therefore,  from 
paper  money  is  about  e<jual  to  the  annual  interest  on  the  volume  of  such 
^s  tlie  expense  of  its  issue,  redemption,  and  maintenance  in  a clean  condi- 
li  saving  is  less  upon  government  issues  of  cuiTency  than  upon  bank- 
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notes,  because,  the  expenses  being  the  same  in  both  cases,  the  gross  saving  on 
government  paper  money  is  merely  the  interest  upon  an  equal  amount  of  its 
funded  debt,  while  the  saving  on  bank  issues  is  the  interest  on  an  eipial  amount  of 
commercial  debt,  and  tlie  rate  of  interest  on  government  debts  is  always  less  than 
the  rate  charged  for  bank  loans. 

Bank-notes  came  into  use  in  Italv  during  the  twelfth  century,  ami  tlieir  use 
afterward  followed  the  development'^of  trade  in  the  several  countries  of  modern 
Europe.  Like  the  use  of  bills  of  exchange,  the  circulation  of  bank-notes  rests  en- 
tirely upon  the  credit  enjoyed  bv  the  issuing  banks  ; but  this  fundamental  principle 
was  for  centuries  either  unperceived  or  disregarded  by  certain  governments,  which, 
observing  the  favor  enjoyed  hy  bank-notes,  conceived  the  idea  of  au,suieuting  theii 
resources  by  issues  of  paper  money  with  no  basis  but  the  force  of  the  royal  man- 
date. 

From  this  sketch  it  appears  that  paper  money  is  of  two  kinds  : tliat  issued  hy 
banks  and  that  issued  by  governments,  and  further  examination  will  show  tluit 
eadi  of  tliese  two  kinds  may  be  classified  into  convertible  and  inconvertible.  Con- 
vertible  paper  money  is  that  which  is  maintained  at  a parity  of  value  with  metallic 
money,  by  means  of  arrangements  giving  to  the  public  the  right  and  the  means  to 
convert  the  notes,  at  will,  into  equivalent  amounts  in  coin.  Inconvertible  paper 
money  is  that  in  respect  to  which  no  such  arrangements  exist.  Three  conditions 

are  essential  to  maintaining  the  convertibility  of  paper  money,  viz. : 

1,  The  existence  of  a monetarv  unit,  established  by  law,  or  so  rooted  in  the  tra- 
ditions and  habits  of  the  people  as“to  be  practically  beyond  chance  of  variation. 

3.  Adequate  provision  for  securing  the  conversion  of  notes  into  coin  without 
unrea-sonable  expense  or  delav,  and  in  any  amount  likely  to  be  demanded. 

3.  General  confidence  among  the  people  in  the  permanency  and  sutliciency  of 

the  two  preceding  conditions.  . . , . , 

Inconvertible  paper  money  may  he  maintained  in  circulation  by  a government, 
but  under  present  conditions  of  corporate  credit  it  does  not  seem  possible  lor  any 
bank  to  maintain  such  a circulation.  The  Bank  of  \ enice,  in  the  tueltlh  ceiituiy, 
and  the  Bank  of  Amsterdam,  in  the  seventeenth,  were  able  to  obtain  deposits  not 
subject  to  withdrawal,  and  they  long  maintained  this  rule,  but  both  abandoned  it 

in  time.  ^ , • . • i , 

Inconvertible  paper  money,  issued  by  a government,  may  be  inaintaineil  at  a 

parity  of  value  with  metallic  iiioney,  provided  the  following  conditions,  live  in 

number,  e.xist : . , 

1.  There  must  be  a monetary  unit,  as  in  the  case  of  convertible  paper  money. 

2.  There  must  be  a considerable  volume  of  metallic  money  in  the  country,  and 
sufficient  foreign  trade,  or  other  specific  use  for  coins  to  keep  tlieiu  in  general  l ir- 

c-ulatiou.  . . , • 1 1 

3.  The  government  must  make  no  distinction,  in  its  dealings  with  tlie  people. 

netween  the  two  kinds  of  money  ; botli  or  either  must  be  received  and  paid  out 

with  at  least  ostensible  impartiality.  , , .i 

4.  Provision  must  be  made  by  taxation,  or  by  voluntary  funding  for  the 

jirompt  absorption  of  any  redundancy  apparent  in  the  volume  of  outstanding- 

paper  money.  . 

5.  The  people  using  the  paper  money  must  have  confidence  in  the  purpose 

and  the  ability  of  the  government  to  maintain  indefinitely  tlie  four  preceding  con- 
ditions. , - • . 1 .1 

Both  convertible  and  inconvertible  paper  money  become  depreciated  tlie 

moment  pulilic  conlidence  is  shaken  in  the  purpose  or  power  of  the  issuer  to  pre- 
serve the  conditions  under  which  alone  such  money  can  circulate  i n interchangeable 
effectiveness  with  (‘oins.  Under  Gresham  s law  the  primary  effect  of  the  depie- 
ciation  is  to  cause  contraction  of  the  total  volume  ot  circuilating  medium,  h\  ex- 
pelling from  it  all  money  that  is  not  depreciated.  What  is  left  thus  becomes  a sort 

of  leprous  currency,  with  which  association  and  mingling  is  abhoiient  to  all  foims 

of  sound  and  healthy  money. 

XIII.— Treasury-Note  or  Due-Bill  Circulation. 

The  power  to  prescribe  what  shall  he  legal  tender  for  debt  must  not  be  con- 
founded with  the  natural  right  possessed  by  every  sovereign  government  to  deter- 
mine what  shall  be  the  medium  for  paying  public  dues.  That  right  Hows  from  the 
right  of  taxation,  and  were  the  States  of  the  Union  not  prohibited  by  tlie  Federal 
Constitution  from  issuing  bills  of  credit,  there  would  be  noforceiu  tlie  legal  tende; 
inhibition  to  restrain  them  from  maintaining  a State  currency  receivable  for  State 
ciUGS 

The  principle  upon  which  an  irredeemable  due-bill  currency  rests,  is  worthy  of 
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bservation,  because  it  is  one  of  the  fundamental  prinoijiles  underlving  all 
V circulation  except  Miat  of  the  )irecious  metals.  It  is  well  illustrated  by 
lation  of  blood  in  the  human  body. 

IS  follow^  the  note  circulation  under  such  a sysi  em.  The  officers  and  em- 
of  the  government,  the  soldiers,  the  contractors  for  public  supplies,  the 
iers,  the  artisans  and  laborers  on  jiublic  works,  with  many  others,  receive 
issues  as  they  come  crisp  from  the  Treasury.  All  t he.se"] lerso ns  use  the 
[>ay  the  grocer,  the  butcher,  and  other  tradespeople;  some  jiart  goes  in 
wages,  some  in  travel  and  amusement  ; in  om  w'ay  or  another  the  notes 
; every  nook  and  cranny  in  the  community.  From  these  innumerable 
hich  may  be  called  the  capillaries  of  money  circulation,  where  nionev 
om  hand  to  hand,  the  notes  enter  the  channel.s'of  trade;  they  are  deposited 
one  (lay,  drawn  out  another,  shipped  from  city  to  country, "and  back  from 
to  city,  until  at  length  the  tax-collector  gathers  them  in"  and  sends  them 
le  Treasury,  soiled  with  the  dust  of  traffic,  the  grime  of  toil,  and,  perhaps, 
stain  of  vic<*.  From  the  moment  of  issue  to  that  of  return  to  the  Trea- 
ry  note  ]>asses  from  hand  to  hand,  fi-om  bank  to  bank,  from  place  to  place, 
)ecause  of  its  tax-paying  force.  Such  circidation  may  be  maintained  ujion 
itions  : First,  that  taxation  shall  always  keep  pace  with  expenditure,  so  as 
tliat  every  dollar  that  is  put  out  will  be  ultimately  demanded  back  in 
of  taxes  ; and,  secondly,  that  the  stability  of  the  government  is  sufli- 
■itablished  to  exclude  all  doubt  as  to  its  pow'er  to  enforce  the  return  of  the 
by  means  of  taxation. 

e-l"nll  sy.stem,  as  here  described,  is  virtually  a method  of  borrowing  by  the 
ent  from  the  peojile,  upon- the  security  of"the  proceeds  of  future  taxation, 
out  jjaying  interest.  The  lenders  are  the  emjiloyees  of  the  government, 
rs  and  sailors,  the  laborers  it  employs,  the  contractors  and  dealers  from 
])urchases  siqiplies  ; they  lend  the  value  of  their  services  or  their  property, 
•overnment  due-bills  are  their  receipts.  J^rom  these  jirimary  creditors  the 
ent  I.  O.  U.'s  ])ass  to  its  only  debtors,  the  tax-payers,  who  settle  their  taxes 
government  by  passing  the  ])aper  back  into  the  Treasury. 

■vice  combines  within  itself  so  many  of  the  essential  ingredients  of  t^^ranny 
bill  circulation,  redeemable  only  in  commutation  for  taxes;  for  while  it 
s the  extreme  of  arbitrary  exaction  by  the  government,  it  fastens  upon 
of  the  peojile  a yoke  from  which  they  cannot  escape,  except  by  them.selves 
g the  value  of  the  }>aper  ujion  which  they  have  advanced  full  value  by 
eir  sei’vices,  their  products,  and  their  property  in  exchange  for  it.  By 
ig  to  the  i.ssue  of  such  a curi'ency  the  subjects  of  a monarchy  abandon 
effective  defence  against  oi)])ression,  and  tliey  aggravate  enormously  the 
volution,  whde  the  citizens  of  a free  state  who  allow  such  a currency  to 
shed  among  them,  invest  their  rulers  with  a jiower  dangerous  to  hberty 
ult  of  restraint.  The  reason  is  the  same  in  both  cases  ; an  irredeemable 
ent  currency  binds  the  jieople  indefinitely  to  a scale  of  taxation  commen- 
th  the  volume  of  the  pajier  issues,  and  thereafter  taxation  can  be  reduced 
ontracting  the  currency  or  by  suffering  it  to  become  depreciated,  alter- 
f which  both  are  ojipressive  and  of  which  therefore  either  is  difficult  of 

■-bill  currency  may  or  may  not  be  made  a legal  tender  for  debt, 
iovernment  of  the  United  States,  in  186‘i,  issued  an  irredeemable  paper 
commonly  called  greenback.s,  and  made  the  notes  a legal  tender  for 
1 this  case  taxation  was  not  adjusted  to  the  volume  of  currency  emission, 
iitly  the  greenbacks  became  depreciated,  although  thi’oughout  tlie  North 
3 and  manufactures  were  enormously  stinudated  by  the  war  ; the  country 
ittle  or  nothing  froiii  invasion,  and  immigration  was  constantly  bringing 
jes  from  outside. 


XIV. — Bank-Note  Circulation. 
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e chapter  on  Paper  Money  it  was  shown  that  two  kinds  of  such  money 
\ in  use  at  various  times  and  jdaces,  viz.,  g'overnment  currency  and  bank- 
re  liave  considered  the  subject  of  ijroverument  curreuev;  we  come  now  to 
mk-notes. 

i been  shown  (Chapter  XII.)  tliat  bills  of  exchange  were  the  first  paper 
tid  that  bank-notes  were  afterward  devised.  Checks  on  banks  of  deposit, 
r to  us,  are  the  most  recent  dev’elopinent  of  the  bill  of  exchange,  and 
*rtitied  " they  acquire  also  the  force  of  a bank-note.  Indeed,  these  certified 
e very  much  like  the  earliest  bank-notes,  wliicli  were  merely  certificates 


THE  PEOPLE'S  MONEY 


bank-notes.  Should  such  certilied  checks  obtain  g(2neral  currency  they  would  be- 
come money  in  the  community  where  so  circulating,  and  would  ihller  Irom  all 
other  kinds"of  money  now  in  'use  in  this  c(umtry  in  being  simply  a creation  of 
credit,  unsupjiorted  hy  governmental  provision,  and  (lepeudeut  tor  tlie  continuity 
of  their  use  wholly  mi  their  acct'pfability  to  the  jiublic. 

Such  certified"checks,  used  as  money,  would  he,  for  all  ])ractical  jmrpo.ses.  like 
the  bank-notes  that  were  in  circulation  jirior  to  1862.  and  the  su])]iosed  proce.ss  oi 
their  issue  illustrates  liow  those  bank-notes  were  issued.  During  the  older  [leriod 
the  banks  that  issued  notes  placed  them  in  circulation  hy  paying  them  out  iqion 
the  checks  of  their  depo.sitors,  while  under  the  system  above  imagined  the  ehecks 
themselves  would  he  certified.  This  illustration  of  the  certified  check  is  intended 
only  to  make  (juite  plain  the  true  nature  of  the  bank-note  hy  showing  that  such 
checks,  should  tliey  be  ii.sed  for  money,  would  serve  all  tlie  purposes  of  hank  notes. 

The  main  advantage  to  be  derivetl  hy  any  community  froin  banks  of  issue  con- 
sists, first,  in  the  econoinv  of  pajier  as  compared  with  metallic  money  : and.  sec- 
C ondly,  ill  the  utility  of  such  banks  to  productive  industry.  The  plea  of  economy 

' for  tlie  use  of  paper  nionev,  rather  tlian  coin,  applies  to  government  issues  as  well 

us  bank-notes,  the  only  difference  being  in  the  relative  saving  effected,  and  this 
dilference  has  been  shown  to  he  in  favor  of  the  bank-note.  It  may  he  true  that 
the  use  of  a .government  currency  tends  to  lower  the  rate  of  interest  cm  govern- 
iiient  bonds,  but  the  share  of  any  one  citizen  in  a fractional  saving  of  interest  hy 
the  government  is  so  infinitesimal  as  to  be  practically  worthless,  while,  on  the 
other  liand,  it  is  certainly  true  that  the  increase  of  bank-note  issues  tends  to  re- 
duce the  rate  of  interest  on  commercial  loans,  and  the  reduction  of  one  or  two 
jier  cent.  ]ier  annum  in  the  rate  of  interest  on  the  loans  made  hy  banks  to  their 
customers  is  a matter  of  immense  consequence  to  all  borrowers. 

In  the  United  States,  where  the  government  taxation  is  not  in  the  least  .degree 
affected  hy  the  interest  on  the  public"debt.  the  people  gain  absolutely  notiiing  from 
the  greenback  currencj',  amounting  to  .8846,000,000;  while  tlie  issue  ol  bank-notes 
to  tliat  amount  based,  not  on  bonds  but  on  comniercial  jiajier,  would  probably 
make  seven  per  cent,  a maximum  rate  of  interest  throughoiit  all  our  agricultural 
communities,  except  those  in  the  newest  States  and  the  Territories,  and  would  even 
there  greatly  reduce  present  rates  for  money.  Under  the  inqierfect  and  often 
hazardous  system  of  note  issues  by  State  banks  between  1820  and  i860,  the  pre- 
vailing rates  during  that  period  in"the  ooinmuuities  where  those  banks  were  located 
were  six  per  cent,  for  discounts,  and  seven  per  cent,  for  interest. 

The  history  of  the  Bank  of  Stockholm  affords  a striking  proof  of  the  (^tfect  of 
hank  issues  of  currency  in  reducing  the  rates  of  interest.  This  institution  was 
established  earlv  in  the  seventeenth  century  by  a merchant,  and  siihseiniently, 
viz.,  in  1688.  was  made  a State  bank.  At  tliat  date,  as  one  of  the  conditions  of  the 
change,  it  was  limited  to  eight  per  cent,  as  the  maxininm  rate  for  loans  on  good 
security,  and  it  was  required  to  allow  six  per  cent,  interest  on  all  deposits,  except 
those  of  the  government,  which  drew  no  interest.  As  a consequence  of  its  opera- 
tions and  its  growing"  credit,  the  rates  of  interest  rapidly  declined  througliout  the 
kingdom,  and  before  the  close  of  the  century  the  bank  rate  for  loans  was  succes- 
sively reduced  to  seven,  six,  four,  and  finally  to  three  per  cent,  per  annum,  while 
the  rate  allowed  to  depositors  was  reduced,  pari  until  it  reached  two  per 

cent. 

It  is  obvious  that  during  those  twelve  years  the  people  of  Sweden  gainecl  from 
cheaper  nionev  vastly  more  than  they  could  have  gained  from  any  saviu,g  in  the 
. interest  on  the  public  debt  that  coulct  possibly  have  been  effected  by  issues  of  gov- 
ernment currency,  and  the.y  would  have  been  greatly  iujuretl  if  such  government 
currency  had  been  maintained  in  circulation  by  the  prohibition  of  bank-notes — 
the  policy  pursued  by  the  United  States  since  February,  1862. 

I say  this  has  be'en  our  policy,  because  the  National  Bank  notes  are  truly  a 
government  currency  an  I possess  none  of  the  essentials  of  bank-notes.  hen  the 
system  was  first  instituted  the  National  Banks  were  able  to  make  large  profits, 
because  they  were  getting  six  per  cent,  interest  on  the  bonds,  besides  having  the 
use,  free  of  interest,  of  money  amounting  to  very  nearly  ninety  per  cent,  of  that 
invested  in  the  bonds. 

These  profits  were  not  such  as  banks  of  issue  make  on  their  circulation.  They 
accrued  because  the  banks  bought  their  bonds  for  about  ten  jier  cent,  cash  and 
ninety  per  cent,  credit  without  having  to  pay  interest  on  the  credit  portion  of  such 
cost,  although  they  received  interest  on  the  face  of  the  bonds.  There  is  no  profit 
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•uvulalion  (HViyise  tlu>  bonds  cost  1 yieldin.o-  ,is  an  invf'stnxmt  onl  v about 
Ilk  the  cin-ulation,  loss  rodeniption  liind,  is  onlv  ,Y“-  <'f  oost 
uiiso  llieie  was  no  profit  in  it,  the  circulation  ol‘ the ‘National  Banks  nevau- 
c nioncy  cheap  to  borrowers.  It  must  be  cone-, led  that  the  risk  taken  bv 
vs  (luririi;-  the  war,  in  buying?  lionds  and  bankin-.:  on  i>reenbaeks,  were  luHV 
‘ niade  out  of  the  arrangement  for  circulation  tlieii 

I ’ that  tln\se  protlts  produce,!  unv 

, 'J! .!*y‘ commeivial  loam,  while  all  the  evi.leriee  fs 
niiai  v.  llie  profits  des,-riltcd  haviiiy  lon,i>-  since  ctvised,  of  course  tliev 
low  have  any  such  effect;  hence  the  National  Bank  ,-urrencv  never  has  nos^- 
tie  ol  tile  essential  ijualities  ot  a true  bank-note  circulation,  viz.,  that  of 
in^  loans.  ’ 

t notes  issu, Hi  :piinst  ,leposit,-,l  bonds  never  can  t,?nd  to  the  cheapening  of 
II  he  evident  when  It  is  considered  that  such  iioti^s  derive  their  existence 

■ , ep,,sit.s  (,t  the  bonds  and  their  value  from  that  of  the  bonds;  they  are 
the  bank  really,  not  h// it,  and  while  in  its  jiossession  are  a part  of  its 

em--  cd  ectively  representative  of  the  bonds,  its  property,  deposited  at 
“/Jtes  issue,!  to  cat'll  National  Bank  are,  indeed,  government 
d\anee,l  on  the  bank  s bonds,  an,l  lor  all  money  purposes  they  are  iust 
notes  issued  to  any  ,)ther  bank;  the  bank  win.se  mune  they  hear  gains 
h\  their  prolonged  circulation.  Not  so-with  bank-notes  proper  which  are 
f the  hank  have  no  vitality  until  issued,  and  , ease  to  have  any  nionev 

■ moment  they  come  back  to  the  bank  that  issucl  them.  ‘ ^ 

ke  the  National  Banks,  under  present  laws  and  ,-onditions,  true  banks  of 
e an  interest  m putting  out  all  the  circulation  possible,  and  in  keepim^  it 
Ilf;  as  possible,  anil  this  tends  to  the  i heapening  of  loans  in  two  wavs-'’ 

. llie  discount  ot  paper  and  the  making  of  loans  constitute  the  only  wav 
uliankcan  get  out  circulation;  hence,  as  heuveen  a bank  desirim-  to 
-s  . ireulation  and  one  confined  to  the  use  of  coin  or  government  currency 
g loans,  It  IS  obvious  that  the  hank  of  issue  has  the  greater  incentive  to 
can  atlord  to  take  lower  rates  of  interest  than  the  other.  Let  ns  suppose 
Inuiks  iiew-lv  established  in  a place  where  prevailing  rates  of  intJrest 
' 1^' 1 The  non-i.ssiiiiig  hank  finds  no  inducement  to  lend  below 

.but  the  is.sning  bank,  reckoning  the  [irolit  on  its  circulation  as  equivalent 
\ o pel  emit,  per  annum,  can  attord  to  lend  as  1,  w-  as  four  iier  cent 

Iwolllx  'V”  allowed  to  issue  notes,  rates  of  in- 

bioii,.,lit  lowei  than  they  are  when  the  ,•ircldatioll  consists  wbolly  of 

government  eun-ency,  is  through  an  elasticity  in  the  volume  of  bank 
iich  has  no  coimterpart  in  the  other  system.  ' A specie  r,;serve  of  on,- 
,nei-y  three  or  four  dollars  of  circulation  has  g-nerally  been  accepted  as 
to  insure  the  complete  etliciem-y  of  bank-note  circulation;  hence,  when 
n active  deniaml  lor  money.  1 1n*  bank  of  i.ssue  that  gets  in  >;1,()00  in  snecie 
• ag;unst  it  .Sd,(tOO  or  .^4,000  ot  notes,  whereas  under  jiresent  conditions  no 

It  lias  taken  in,  and  National  Banks  may 
o!  iiccoi’dm*;’  to  locution, 

lower  to  mvi'and  the  circulation  very  materially  modifies  the  effect  of  the 
ich  operate  troni  time  to  time  to  enhance  the  r;i.te  of  inter, >st,  and  if  the 
liorized  to  issue  note.s  are  numerous,  wiilely  disper.seil,  and  subjected  to 
, Illations  anil  re.straints  as  to  such  issues,  they  cannot  fail  to  be  always 
; to  put  out  loans,  beiauise  they  will  be  undm-  tlie  strongest  solicitations 
uUaiitage  to  ,l,i  so,  and  such  eompetition  mu.st  cheapen  rat,\s  of  interest. 

""^1  however,  that  the  power  to  jmt  out  four  dollars  of 

,nc,l,)llar  ol  specie  ai'ipnred  IS  iii.separalile  from  the  of, ligation  to  ivtire 
rsol  the  bank  s ,-ireulation  for  every  specie  dollar  withdrawn  from  its 
fcl  importance  ot  numbers,  wide  distribution,  and  intelligent 

lowever,  in  the  performance  of  that  primary  function  of  money  whieh 
,dteeting  industrial  and  eomniercial  exchanges  that  a bank  cuiTenev  is 
lei  lor  to  a ciirreney  ot  com  and  government  pai.er,  singly  or  mixed.  ‘ 
agricultural  communities  use  very  little  money  during  long  periods  of 

lull  Nested  an,,  marketeil,  a great  deal  of  money  is  required  in  those  com- 
and,  as  it  is  not  pr, 'sent,  it  mu.st  he  brought'^  I here,  and  that  involves 
eiise,  anil  sometimes  inability  to  command  a sulheient  supply, 
o augmentation,  grailual  or  spasmodic,  in  Goyei  nnient  issues  of  curi-ency 
mry  dLslmrsenients  ot  surplus  reyenue,  can  obviate  this  inconvenience 
>e  to  larmers,  hecau.se  a currency  abundant  even  to  the  point  of  redun- 
er  overflows  into  places  where  there  is  no  profitable  employment  for 


monev,  hut  the  excess  becomes  ahsorbcl  in  s|,eculation,  and  that  is  carrieil  on.  not. 
on  farms,  but  in  cities.  On  the  other  baud,  banks  ol  issue  lo,  at,',l  in  a;;rieulturul 
sections  are  admirably  adapted  to  supplying  with  theirissnesof  n , I, 'sthe.se  annua 
•uul  comparatively  brief  periml.s  of  demand  lor  money  tor  moving  the  crops,  anil 
farmers  whose  needs  are  thus  supplied  are  neither  subjected  to  heavy  ,lis,„unts  oti 
the  ilrafts  drawn  again.st  their  pro,lu,-e  nor  ilelayed  in  marketing  their  crops,  or  m 

making  tlieir  purciiases,  by  the  want  of  money.  . 

Under  our  prt'seiit  system  ot  i-urreney,  during  the  mouths  irom  .\larili  to 
-\u--ust,  the  hulk  of  the  circulating  nuHlium  is  tiudiiig  its  way,  at  much  c.Yiens-  loi 
expressage,  and  much  cost  in  loss  of  interest,  from  thou.sands  ,,l  points  all  ov»‘r  th.' 
country  to  the  cities,  ami  ultimatelvit  he<-om<^s  i-oucentrateil  at  a lew  eeulr.-s  : tlu'ti. 
during^  September,  October,  and  November,  it  has  to  he  redi.strihm.',!,  at  hk-  ex- 
pense ; whereas  if  our  six  thousand  banks  were  allowed  to  issue  imfes  as  tlie  State 
hanks  did  before  1862,  a great  part  of  this  trouble  and  expense  would  l,e  uvouIyI.  . 

If  country  banks  were  required  to  keep  a reserve  of  t wenty  per  , eut . agai  nst  t hei  r 
note  issues  their  entire  autumnal  expansion  would  cost  just  one-filth  ot  what  it  now 
I'osts  to  fetch  currency,  and,  under  a proper  system  of  redemption  i-entres.  th,'  e.x- 

pense  ,'ould  he  still  further  curtaileil.  , , , 

We  had  once  in  this  country  a great  many  banks  chartered  hv  the  , illercnl 
States  and  authorized  to  issue  notes  payable  to  the  hearer  oii  iiemaml.  t.m- 
liilence  of  ,-ourse  was  essential  to  the  circulation  of  the  State  bank-notes.  It  was 
therefore  vital  to  banks  of  issue  to  maintain  their  credit,  and  to  this  end  a reputa- 
tion for  prudent  management,  as  well  as  lor  integrity,  was  essential. 

A well-iiKina^'ed  bunk  of  issue  ^ot  its  notes  into  cii'culution  by  excnang’in.^ 
them  for  the  notes,  drafts,  or  acceptances  of  individuals  and  tirms  engaged  in  busi- 
ness, “ commercial  paper,"  as  it  is  called.  The  bank  s profit  was  obtained  in  the 
form  of  discount  or  interest  on  the  commercial  paper,  the  bank  notes  carrying  no 
interest.  To  put  out  a circulation  in  this  way  was  regarded  as  intelligent  and 
prudent  banking’,  if  care  was  taken  in  the  selection  ot  the  commercial  ])apei  done, 
if  the  maturities  of  tliis  paper  corresponded  with  the  probable  course,  as  to  time, 
of  the  hank's  cinailation,  and  if  the  volume  of  notes  thus  put  out  was  adjusted  to 

the  capacitv  of  the  community  to  absorb  currency.  , • i 41 

Manifestly  this  kind  of  money  is  mucii  more  economically  obtained  than  tlic 
same  amount' of  gold  and  silver;  consetpiently  communities  where  it  prevails  are 
enabled  by  it  to  use,  jiroductively,  whatever  proportion  of  their  capital  they  would 
otherwise" have  to  keej)  in  tlie  unproductive  form  of  coin. 

Under  such  a system  of  hanking,  however,  the  cost  of  a metallic  currency  is 
not  whollv  avoided,  liecaiise  some  <*uin  has  to  he  kept  by  the  hanks.  This  com  is 
the  connecting  link  between  the  bank-note  and  the  monetary  unit,  for  it  is  the 
medium  of  redemi>tion  of  the  notes.  Identity  of  value  between  tlie  bank-note  dol- 
lai's  and  the  monetary  unit  is  essential  both  to  the  hank  and  to  the  holdtn*  of  its 
notes,  for  the  latter  reijuires  assurance  as  to  tliis  identity  before  extending  his  con- 
fidence to  the  notes,  and  the  former  is  ready  to  furnisli  such  assurance,  because  it 
uhsolutelv  ilepends  upon  tliat  confidence  to  keep  its  circulation  afloat.  Ibis  systeni 
of  hanking,  lieginning  in  FiOgland,  acipured  its  liigiiest  Kritisli  developineiit  in 
iScotland,  and  grew  up  in  tliis  country  as  soon  as  tlie  adoption  ot  the  federal  Con- 
stitution of  1TN7,  and  tlie  monetarv  legislation  ot  Congress  established  a foundation 
forit  in  the  institution  of  im^tallic  money  and  adetiniteand  stable  monetary  unit. 

Though  there  were  many  imperfections  of  system,  and  numerous  instances  of 
dishonestrignorant,  and  impriKient  management,  most  of  the  hanks  ol  issue  under 
State  charters  were  so  managed  as  to  matei'ially  promote  the  j>rosperit\  of  the 
communities  wliere  they  were  eslablisheil.  In  1862  the  National  Bank  Act  put  an 

end  to  this  svstem  of  hanking.  , . 1 x -j.  • i 

In  sp*‘ak'ing  of  the  hanks  of  issue  in  a lu'evious  part  ol  this  chapter  it  was  sax  I 

that  piauleiit  and  intellig’ent  hanking  loi’bids  a hank  to  lock  up  a hanks  funds  in 
anything  tliat  has  to  he  sold  in  the  local  market  in  order  to  get  them  out  again, 
Tlie  only  legitimate  investment  for  the  funds  of  a hank  is  the  commercial  paper 
which  represents  the  aetual  industrial  operations  of  tlie  communitN,  and  ^^llitll 
presumablv  will  he  paid  at  maturity. 

•Now  the  National  Banks  are  required  by  law  to  violate  this  ancient  and  well- 
<^stahlislied  rule,  for  while  it  is  true  that  the  capital,  wholly  or  in  part,  is  first  in- 
vested in  bonds,  and  then  the  notes  issued  upon  the  bonds  are  available  for  invest- 
ment in  commercial  papei*,  yet  the  eflect  is  the  same  as  if  the  capital  uere  iield  iii 
money  and  the  notes  invested  in  the  bonds.  Take  a hank  with  a paid-in  cajiital  of 
^1,000,000  and  a circulation  of  ^900,000.  Tlie  effective  force  of  such  a hank  as  an 
auxiliary  to  productive  industrv  should  be  ^1,900,000,  hut  is  really  less  than  ^1,000- 
000,  because,  as  the  bank  holds  §il,000,090  in  United  States  bonds  as  a basis  of  cir- 
culation, the  hontl  inv'estment  locks  up  from  §1,000,000  to  §1,150,000,  according  to 
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gooch'  "'  ?i  knovif  thS^owfl-il.^'’''^''"''''  meant  by  making  his  bank  account 

and  ciep  .sdtsXHn-  flu  di\  \ of  his  checks 

balanc?  s in  his  f-ivm  Tim  hX  to  be  careful  about  is  that  the  resulting 

or  bf  til  e merfhant  ’ n-.garded,  either  by  the  bank 

froni  its  depositors  checks^n?ini*^lX  the  same  place,  each  will  receive 

the  bala  ices  onlv  -ire  ref-u-did  ^ lifi  settlements  between  these  banks 

"w'l  i ®T“'.  ''“'“"celin-ongh  IhatSIhuon:"''""''''’''*®’ 

of  a o-rei  t^nieicantiXfonfirf^^^^-f  therefore,  all  the  varied  operations 

whatis  leoihreTto  sfttir^.^^^^^^^^  without  any  money  passing,  except 

The  sam  > nrincinle  ehtnini^f  to  carry  on  the  retail  trade, 

between  the  tX  cftiX^ff  tmiXf  between  cities.  The  state  of  the  balance 

exchange  on  New  York  st  f +*i  itself  alone  determine,  the  rate  of 

* ‘ rate  of  exchang*e  determines  currency 

the  a*vSie  ?hSheTmaflfr‘!‘'  generally  hold  four  p^Tc^.ri^ds.^o  that  the  larger  fienro 
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inovemenls  between  the  two  cities,  and  practically  livings  it  about  that  only  the 
tiiial  lialance  between  all  the  banks  in  Chicago,  on  the  one  hand,  and  their  cor- 
respondents in  New  York,  on  the  other,  is  settled  in  money. 

Tlie  foreign  trade  of  the  counlr\’ is  carried  on  bV  means  of  hills  of  exchange 
payable  in  London,  Paris,  etc.,  the  bankers  here  purchasing  and  remitting  bills 
tlrawn  against  exports  and  supplying  their  own  drafts  to  importers  to  jiay  lor  goods 
brought  into  the  country.  Here,  again,  it  is  the  balance  only  that  has  to  be  settled 
in  money.  If  the  values  imported  exceed  those  exported,  rates  of  exchange  rise, 
and  money  must  be  shipped  abroad  ; if  exports  exceed  imports  in  value,  exchange 
falls,  and  luouey  comes  from  abroad. 

Amid  the  countless  transactions  of  great  cities,  indeed,  in  the  vast  volume  of 
commerce  between  continents  the  primary  u.se  and  function  ot  money  still  sur- 
vives ; values  are  exchanged  (through  cheques  and  bills  ot  exchange),  as  they 
were  in  barter  3,000  years  ago  and  the  money  comes  in  at  the  end  only  to  “even 
the  trade”  to  settle  the  balance.  What  is  still  more  rem  .rkable  is  that  to-day 
settlements  are  made  between  nations  as  Abraham  settled  with  Ephron  by  weighing 
the  silver  and  gold,  for,  whether  coined  or  not,  tlie  jirecious  metals  in  international 
trade  pass  by  weiglit,  i.  e.,  by  intrinsic  value  only.  So  ditilcult  is  it  for  men  to 
esca})e  the  operation  of  natural  laws. 

r Czars,  ParMaments.  and  Congresses  may  coin  metal  and  emit  pajier  mone\, 

Latin  unions,  great  nations,  and  many  small  communities  may  acceiit  these  and 
givetheni  currency  at  arbitrary  valuations,  each  within  its  own  borders,  but  in  the 
world's  clearing-house  world-wide  values  alone  are  available,  and  these  must  come 
in  pure  metal  and  must  stand  the  test  of  accurate  weighing. 

Now  the  law  of  finance  underlying  all  these  instar-^es  is  the  law  embodied  in 
clearin.g-house  rules,  viz.,  that  when  .several  kinds  of  money  are  circulating  in  the 
community,  all  balances  must  be  settled  in  that  kind  only  which  is  available  for 
the  settleiiient  of  outside  exchanges;  and  from  this  proposition  there  is  deduced,  as 
a corollary,  the  following  principle,  viz.,  that  only  what  is  available  to  settle 
balances  at  any  money  centre  is  good  money  throughout  the  entire  area  within 
which  exchanges  are  focused  on  that  centre. 

The  reason  of  this  is  obvious.  A man  who  has  to  make  good  his  balance  in 
bank  cannot  acci'pt  from  his  debtor,  or  in  payment  for  his  services  or  wages,  any- 
thin.g  but  what  the  bank  will  take,  L e.,  what  is  known  as  bankable  funds.  The 
hanks  exact  this  because  they,  too,  must  meet  all  demands  upon  them,  including 
tliHircleai-ing-liou.se  balances,  and  they  can  do  so  only  in  such  funds.  Theclearing- 
liouse  cannot  relax  the  rule,  because  "if  it  did  the  community  would,  under  the 
■ojieration  of  Gresham's  law,  very  soon  lose  all  its  wide-range  luoney  and  have  only 
a local  circulation,  unavailable  for  meetin.g-the  demands  upon  itlrom  other  places, 
and  that  unavailability  would  paralyze  its  business  by  embarrassing  collections,  thus 
discrediting  its  merchants  and  eventually  crippling  the  banks  themselves. 

This  being  the  case,  it  follows  that  no  commercial  community  is  entirely  free  to 
■set  up  a local  money  of  its  own;  if  statute  laws  do  not  forbid,  natural  laws  will 
hinder  and  embarrass  the  use  of  such  money,  while  every  commercial  community 
tindsits  interest  promoted  by  the  largest  possible  local  circulation  of  that  currency, 
among  all  within  its  reach,  which  has  the  widest  range.  In  tlie  United  States  no 
<‘ommercial  city  can  afford  to  be  without  money  that  is  good  in  New  York.  In 
New  York  and  other  tinancial  centres  there  must  always  be  a stock  of  money  that 
is  good  in  London. 


XVI. — The  Volume  of  Money. 

Much  controversy  exists  as  to  what  volume  of  money  should  be  maintained 
in  the  United  States."  The  first,  and  apparently  the  mo.st  popular,  theory,  is  what 
may  be  called  “thejier  capita  requirement,”  which  is,  in  effect,  that  the  volume  of 
money  in  the  country  should  increase  in  some  sort  of  proportion  to  the  increase  in 
the  total  number  of  inhabitants. 

The  first  inquiry  must  be  whether  there  is  really,  or  can  lie,  any  relation 
between  the  number  of  people  in  the  country  and  the  number  orthe  money  amount 
of  coins  and  notes  existing  at  any  particular  time;  becau.se,  of  course,  the  whole 
theory  of  a per  cajn'ta  requirement  of  currency  depends  upon  there  being  such  a 
relation.  If  any  argument  exisjts  in  support  of  this  postulate,  I have  not  .seen  it. 

The  following  table  contains  facts  pertinent  to  the  inquiry  in  hand,  the 
column  “ Bank  Credits”  including  bank  capital  and  dejiosits. 
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APl'ROJ  IMATK  SUPPLY  OF  CUKUP:NCY  IX  THE  AG(;RE:oA'^E  AXI)  per  capita  IX  THE 

PRIXCIPAI.  COUXTRIES  OF  THE  \\ORLD.» 


Counries.  Population 


Stork  (»f 
liold. 


Stock  of 
Silver. 


I’ncovered 

Paper. 


Per 

iSaiiK 

Gold.  Silver.  Paper.  Cred-  Total. 
! its.  I 


rnited  S atea 

United  K ngdom. 

France..  

Germany 

Belgium 

Italy 

Switzerla  id 

Spain  

Pomigal.  

Anstria-I  angary. 

Nelherlai  

Norway 

Sweden 

Denmark 

Uussia*fc  ^Mnland. 


3S,sOtt.(>od 

41k40(.HH)) 

30,500.i)i)  I 

17.5MO,()Oi) 
4,roo.o<^) 
43,m00d 
4,rtx),ooo 
2,d(XDX)() 
4 ,SOO,OOd 

124,000,U()J 


SfJ26.6;)0.090 

$625, 3(X  1,000 

$175,700,000 

1 

$9 

09 

$9 

1 

08 

5.50.0(J(),(VHJ 

, 112.000,0  »0 

ll3.4tX).000 

n 

.IS 

2 

.88 

S25,(H)i),<M).) 

' 402,2iMM)M) 

88,00).0>0 

21 

.51 

12 

.85! 

625.000.000 

! 215.000,000 

88.0  X),000 

12 

.65 

4 

.35 

55  0i)0.0(X) 

1 

51,900.010 

51.200,0)0  ; 

H 

.87 

8 

.85i 

9U)00,()0)  , 

:10.(HX),(KH)  1 

167,601  ),O)0 

3 

.15 

0 

.98' 

15.(HN).O00  ! 

15  000,000 

16,600,0)0 

5 

.17 

.5 

,17| 

40.000,000  1 

1 166,0)0, OX) 

107,100,000  1 

t> 

. 

.29 

9 

.48. 

38.900,000 

21,8)0,000 

55, 5!  X).  000  1 

8, 

,27 

5 

.28' 

130.00  UKH)  * 

121,00  ),0(H) 

146.300,0)0  1 

3 

.00 

2 

.81 

27.6!>0,0iM) 

56,“'00,OX) 

35.900.0K) ; 

5. 

.87 

12 

.02 

7.:40l.0<H) 

1,900,0)0 

3,900.00)  1 

3 

65 

0 

.95 

6,5(K),000 

4,800.0)) 

16,500,000 

1. 

,35 

1 

OOi 

14.200.CK))  i 

5.40), (XX) 

5.40),000 

6. 

46 

2 

4>: 

455,000,000 

4S,iX)0,000 

530.000,000 

3. 

67 

i 

0. 

3s; 

$t).00 
2.92 
2.31 
1.78 
8.26 
5.50 
6.72 
6.12 
11.81 
3 38 
7.64 
1.95 
3.44 
2.4.-) 

•:.2r 


$80.50 

120.00 

35.00 

25.00 

25.00 

18.00 

30.00 

14.00 

11.00 
19.00: 
22.501 
15.001 
26.50j 
58. chi; 

O.Oiii 


$105..")7 
139,98 
71.70 
43.78 
50  98 
27.63 
46.06 
31.89 

36.36 
28.19 
48.03 
21.. 55 
32.29 

69.36 
14.32 


* Tni 
Dictionai 


Legi 


. I i-»  rn  i.k- Ui)  from  daui  given  in  tae  lieporc  of  uie  Hue.  tor  of  Ihe  Mint,  i»'J4,  and  Mulliall's 
' 01  Statiblics. 

-s  appoars  from  this  table,  no  uniform  proportion  of  currency  to  population 
s to  countries,  does  any  exist  as  to  lesser  communities,  say  our  States 
. cities,  and  towns,  or  the  cities  or  ])rov’’inces  ot  tlie  European  countries  re- 
)?  The  experience  and  the  common  sense  of  every  reader  may  be  appealed 
■ision  of  the  notion  that  the  number  of  people  in  a house,  a town,  a State 
•hole  country,  has  anything  to  do  with  the  total  volume  of  the  money  held 
red  in  eacli  of  these  communities. 

disparity  shown  in  the  tables  simply  proves  that  overj’where  but  here  o-ov- 
s accept  the  doctrine  which  requires  them  to  refrain  from  meddliim-  in 
cial  adjustments,  and  especially  to  refrain  from  any  attempt  to  increas^  or 
I the  volume  of  money  by  administrative  measures  or  by  legislative  enact- 

ther  theory  is,  tliat  the  volume  of  currency  should  increase  with  increa.sed 
This  is  indeed  the.true  doctrine  on  this  subject,  as  may  easily  be  substan- 
ithout  going  abroad. 

facts  connected  with  currency  distribution  and  movements  over  great  areas 
iig  large  populations  are  ditticult  of  discovery  mid  impossible  of  precise  as- 
lent  because  of  the  incessant  mobility  of  monev  ; while  on  the  other  Jiand, 
to  the  normal  movement  of  coins  and  notes  in  anv  particular  locality  are 
ibtamable.  These  facts  establish  the  iiriticiple  Unit  tlie  otlice  and  function 
V is  to  pass  from  hand  to  hand,  and  a corollary  .leduced  therefrom  is  that, 
•liile  actually  so  passing,  coins  and  notes  are,  as  far  as  their  effect  a-oes,  not 
t all.  ^ 

itever  money,  therefore,  is  hoarded,  whatever  is  held  up  in  banks,  what- 
tlierwise  out  of  circulation,  constitutes  reserve  of  material  available  for  cir- 
but  it  is  not  a part  of  the  active  circulation  ; hence  the  tables  above 
to  are  misleading,  because  in  interpreting  them  it  is  generally  assumed 
he  money  m each  country  is  in  circulation,  whereas  it  is  never  all  in  circu- 
nd  no  one  knows  how  much  of  it  is  circulating  at  any  particular  time  of 
iglit. 

dollar  that  changes  hands  ten  times  a day  does  the  duty  of  ten  dollars  used 
iqiiidatiug  debt,  effecting  exchanges,  and  measuring  values,  which  are  the 
s ot  dollars  as  money ; but  the  dollars  resting  in  some  man's  pocket,  or 
ife,  are  functionless. 

any  theory  of  money  distribution  or  currency  supply  must  he  defective 
■>  not  take  account  of  the  increased  effectiveness  of  money  bv  reason  of 
n of  employment,  and  also  of  the  proportion  between  active  circulation 
rve  wliich  obtains  in  different  communities.  These  two  principles  are 
lat  control  the  quantity  of  money  required  in  any  community,  at  any  give* 

1 because  these  vary  incessantly  and  independently,  while  tlie  population 
constant  numerically,  it  is  impossible  for  the  per  capita  requirement 
) have  any  foundation  in  reason,  or  to  find  any  support  from  facts, 
slation,  therefore,  influenced  in  anj'  degree  liy  efforts  to  apply  this  theory, 
ded  and  likely  to  prove  injurious.  To  illustrate  this  view  of  the  subject, 
lay  be  compared  to  the  rolling  stock  of  a railioad.  Money  is  an  instru- 
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m«*nt  of  exchange  through  the  transporfation  of  value;  railrond  cars  ar.>  instru- 
ments of  exchange  through  the  transportation  of  commodities.  , 

Now  what  railroad  manager  w'onld  disregard  these  considerations  and  fix  the 
number  and  capacity  of  the  locomotives  and  cars  for  each  road  by  tin-  lemrtli  of  its 
track,  or  in  proportion  to  the  population  of  llie  country  through  which  it  runs  . 

Maiiifestlv  the  best  thing  for  railroads  generally  is  that  each  conqiany  should 
he  free  and  able  to  adjust  the  mimherof  its  locomotives  and  cars  to  its  averaue 
needs,  to  hire  out  its  idle  stock  when  its  own  traliic  is  dull,  to  hire  from  its  neigli- 

lioi’s  ill  timos  of  arlivnty.  ,,  i - i ■ i . 

Now  within  tiftv  vt^ars  our  railroads  have  marvellously  increased  m numl>er 

and  extension  ; this’w'hole  system  of  ear-iiiterchauging  lias  come  into  existeiiee  and 
attained  proportions  but  little  appreciated  by  the  general  public,  and  although  pro- 
ducers and  coii-umers  of  every  sort  and  everywhere  are  vitally  dependent  upon  the 
uninterrupted  use  of  the  facilities  of  transportation  they  afford,  tliere  is  among  the 
iieople  absolute  confidence  that  the  managers  of  these  roads  can  and  will  provide 
cars  and  locomotives  enough  for  all  purposes.  No  one  has  dreamed  of  suggesting 
that  the  supply  of  these  should  be  proportioned  to  the  population  ; no  one  has  pro- 
posed that  the  government  should  build  locomotives  aiul  cars. 

^ If  such  measures  were  adopted  they  would  immediately  disturb  railroad  raan- 
a‘-ement  throughout  the  United  States;  every  workshop  lor  the  inamitacture  of 
locomotives  and  cars  would  curtail  its  operations,  stop  the  imrchase  of  raw  material, 
of  castimts,  fittings,  etc.;  the  purveyors  of  these  articles  would  laid  tlieir  business 
paralyzed,  and,  after  fifteen  years  of  government  efliirt  to  increase  the  suiiiily  of 
rolling-stock,  there  would  be  fewer  locomotives  and  cars  m the  country  tliau  it  the 

raih^oads^iad^^^^  likeness  of  the  consequences  of  the  effort  inade  by  the  gov- 

ernment to  increase  the  supply  of  money  in  the  country  by  first  coming  two  mi  lion 
dollars’  worth  of  silver  every  month  and  afterward  Iniying,  with  notes  issued  foi 
the  purpose,  4,500,000  ounces  of  silver  monthly '>  Are  not  the  banks  surrendenug 
their  cireiilatioii;  are  not  credits  curtailed;  have  not  gold  coins,  estimated  to 
amount  to  |;60l),000,000,  disapjieared  entirely  from  ordinary  eirculation ; luivenol 

oreenbacks  become  rare  y , . .l  i i -4 

Since  communities,  however  populous  or  <?oo.^M\iphicallv  extended,  co^ 

wholly  of  imlividuals,  and  since  all  individuals  are  governed,  in  respect  to  these 
matters,  by  the  same  impulses  and  considerations,  it  lollows  that  the  supply  of 
currenev  in  every  community  will  be  distributed  at  any  particular  moinent  aci*oi  d- 
iii>T  first,  to  the  relative  desire  of  different  individuals  to  use  particular  amounts, 
iumiediatelv  or  prospectively;  and,  secondly,  according  to  the  relative  ability  of 

these  individuals  to  obtain  the  amounts  they  severally  desire 

If  anvtliing  causes  a large  proportion  of  the  individuals  in  any  community  to 
simultaneously  accumulate  currency,  each  having  regard  only  to  his 
ments,  immediate  and  future,  the  aggregate  of  sueli  withdrawa  s fron^he  xolu  n . 
of  currenev  will  reduce  that  portion  available  for  active  circulation  helo^\  the  lui- 
rent  needs'in  the  community,  and  produce  what  is  commonly  called  ‘a  scarcity  ot 
monev.”  It  is  a natural  law,  resulting  from  the  unitormity  of  human  action  undet 
like  conditions,  that  a general  opinion  that  such  a scarcity  is  likely  to  an.se  tends 
of  itself  to  produce  that  scarcity,  because  every  man  in  eiKleavormuMo  provide 
himself  with  monev  enough  to  tide  over  the  apprehended  “ sipieeze,  holds  up  all 
the  money  he  can,  dnd  so  helps  to  precipitate  that  very  condition  against  which  he 

*^*Now  hlTpitl*^  ^ efforts  governments  mav  make,  no  commui^y  ever 

retains  for  any  length  of  time  a greater  volume  of  circiilalioii  than  will  suffice  lor 

'^"'^Th'eii'rs’um^^^  a tendency,  under  normal  conditions  of  business 

and  of  political  and  social  tranquillity,  toward  the  establishment  of  an  equilibrium 
iietweeii  the  average  volume  of  daily  cash  transactions  and  the  volume  ot  the  c i- 
l ulation  including  in  this  term  the  checks,  dralts,  notes  and  credits  which  take 
the  ulace  of  “lawful”  money.  This  being  the  case,  when  an  occasion  arises,  as 
above  described,  imiielling  a general  resort  to  the  holding  up  of  money,  scarcity  is 

uievitalde.  i^^^nt  therefore,  that  no  amount  of  money  emitted  by  the  Government 
<-an  avert  periods  of  scarcity,  and  there  are  those  who  think  that  the  somewhat 
y.*gular  recurrence  of  such  periods  is  inevitable.  It  is,  however  equal  y evident 
that  the  greater  the  area  covered  by  any  single  monetary  system,  the  less  likelihood 
will  there  be  of  any  occurrence  i>roducing  a unanimous  and  simultaneous  move- 

Jiicnt  towa-rd  the  bolding  up  of  luonoy.  ..  i i i *1 

At  the  same  time,  if  all  over  tliis  area,  through  the  apney  ot  banks  imd  the 

other  appliances  of  modern  finance,  a free  movement  of  money  is  practicable. 
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lotlll^  uinimnm  scarcity  would  be  reduced 

area  ^-1  ?d ‘^nnnnl  Si  stringency  are  less  likely  to  occur  in  proportion  as  the 

may  b , .nfen-ed  that  it  tbe  whole  w-o.  l.l  wel  e a.uler  a iha  ^ 

hupLrblel'''^'^'^*  '‘"ammnh  if  they  were  „ol-\yXe,i 

nni  hi*  ‘ of  people  are  led  to  favor  the  j)cr  capita  theory  of  monev 

not  betause  they  believe  in  it  as  a theory,  but  because  it  affords  ground  for  incre-isir? 

issues  )t  money  by  the  Government, ‘'and  they  think  that  SS'h  ScreaseS^k^^^^ 
will  promote  prosperity  by  “making  money  plentiful.  ’ increased  issues 

Le  us  therefore  epinine  this  latter  proposition.  v 

think  out  the  details  of  any  conceivable  process  by  which  the. 
meie  | leiitifulness  of  money  benefits  any  individual,  he  will  find  tint  ho  hr,«  t 
supposo  certain  conditions  of  means,  opportunities  u ditTesaXm^  of 

Which  nust  be  combined  before  such  an  individual  Can  appropS Jauytdv^^^^^^^^ 
to  hiunelt  fiom  the  plentifulness  of  money,  and  then  upon  a close  analysis  it  wdl 

plentif.  Inesrof  money.'’*''  *“’'"**^  combination,  and  not  out  of  tl.e 

Th.  fundamental  fallacy  of  this  whole  notion,  that  the  government  slioiil.I 

.Xm';u^^sup^,l^ol  nlm'ej”  rtlect  „f  ,u, 

Th.  dearness  or  cheapness  of  money  must  depend  i.riniarily  upon  the  relation 

The'tm!*!  1^^^  demand  for  the\isli  of  such  fiiiX^ 

1 . tci  11  loanable  funds  is  by  no  means  restricted  to  actual  monev  Nearly  all 

loans  a e made  by  credits  entered  on  the  books  of  a bank,  or  by  checks  or  drafts  or 

accepta  ices,  and  tliese  pass  into  the  general  clearings  of  the  comniunity  of  which 

only  th  ‘ resulting  balances  are  settled  in  money;  hence  the  mere  plentifulness  of 

money  s only  reinotely  connected  with  the  supply  of  loanable  fund.l  The  state  of 

futurC  uur’ff-ener  community  the  degree  of  confidence  in  the  immediate 
tutiiie,  ind  the  ocneial  state  of  credit,  immediately  and  directly,  influence  both 

le^ndi.ng  and  borrowing.  Whatever  tmids  to  depress  th-'se,  tends  to  raise  the  price 
of  mon.  y by  decreasing  the  supply  of  loans  and  increasing  the  demand  for  them- 
and,  VIC  i versa,  whatever  tends  to  iniiirove  trade  and  augment  prosperity  whatever 
increase  s genera  confidence  and  strengthens  credit,  ten  Is  to  niaL  inonev  cheap^^^^ 
113.  enco  iraging  lenders  and  rendering  borrowers  less  eat>-er  ‘ ^ 

Nov ' unnecessary,  unwi.se,  or  ill-considered  augmentations  in  tlie  volume  of 

““  “““  "-ey  scarce 

iiuently  lenders  of  money  beeome  timid  and  borrowers  become  more  eager,  monev 
IS  held  c ut  of  circulation  and  people  sa\'  it  is  scarce. 

tUo  assumes  to  itself  the  functic.n  of  continually  increasing 

•mtlpn a at  which  it  can  stop,  because  each 

auomtn  ation  tends  to  make  money  dearer,  and  since  the  object  is  to  make  nioney 
cheaper  theie  wiU  alvvays  be  a clainor  to  increase  the  scale  of  annual  m.gmenS 

Situated  is  like  a horse  going  down  hill  in  a wagon  with- 
out brak  -s;  he  must  ever  be  going  faster  and  faster,  and  yet  at  each  stride  he  aug- 
^ inomentuiu  of  the  mass  that  is  pushing*  him  to  destruction, 
rw’  money  plentiful  cannot  exercise  the  least  influence  to  increase 

n.  ^ ^ \ or  products.  A tradesman  may  have  millionaires 

f-i  1 K without  selling  them  anything,  while  he  drives  a good 

tl  a c?  and  Others  whose  means  are  limit.;dand  precarious,  but  who 

n while  the  millionaire  does  not  want  them.  If  the 

onn  iiicrease  of  trade  to  a shop,  how 

to  It  because  of  money  lying  in  bank  or  held  in  the  National 

xieasur>  c 

It  fo  lows  from  this  that  it  is  no  part  of  the  duty  of  the  government,  in  provid- 

n'?-hitvn ^ 1*^^  to  attempt  to  create  supplies  of  money  to  any  amount, 

u 1 1 ^ Jiypothetically  determined  upon  in  advance.  The  law.s  can  and 

.should  b. . so  framed  as  that  the  quantity  of  money  in  circulation  will  be  deter- 

ft"  w ^ demand  for  it.  It  is  the  demand  for  money,  the 

extent  of  the  need  for  its  use,  that  should  regulate  its  quantity, 

oiuct  money  pei  forms  its  functions  as  a medium  of  exchange  by  passing  from 
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hand  to  hand,  its  effcclivem'ss  ilep-uids  upon  the  nuinber  of  exchang‘es  effected  bv 
the  sam^  111  iney  in  a given  time.  R ipidity  ami  smoothness  of  circulation,  not  gi  eat- 
ness  of  vmUim  to*  a currency.  To  attempt  to  slimula  e trade 

and  so  to  increase  general  prosperity  by  creating  a volume  ol  money 

can  be  used  effectively,  is  not  only  futile  but  pernicious,  because  it  intlR.ts,  either 

upon  the  goveminent  or  the  people,  the  expense  ot  carrying  so  much  dead  cap.tal. 

XVII.— Tai-up:. 

Value  is  an  abstract  term  expressing  a relation— it  does  not  exist  in  Ihinp 
said  to  possess  it.  but  is  imputed  to  them  by  human  intelligence -1  is  not  a quality 
of  objects,  but  only  an  attribute  with  which  they  become  invested.  A alue  is  v etj 
different  from  utility,  though  utility  is  generally,  but  not  always,  the  basis  of  value. 
Utility  is  a physical  relation,  whereas  value  is  an  abstract  relation.  Biute  animals 
have  a perception  of  utility  ; they  have  no  conception  of  value  \ alue  is  a P^»’ely 
human  conception.  Value  may  be  primarily  and  genencally  defined  as  the  relation 
between  human  desire  and  proximate  objects  of  human  pursuit.  Tliose  tbiiigs  w ith 
ivhich  nature  supplies  us  gratuitously  are  not  objects  of  pursuit,  and  therefoic  thev 
are  not  invested  vvitli  value  ; value  conies  wholly 

this  desire  is  excited  by  our  knowledge  of  the  quahUas  of  the  thing,  and  b\  om 
opinion  that  those  qualities  render  the  thing  desirable;  luit  this  knowled,,e  and 
this  opinion  are  in  our  minds,  thej'  are  not  in  the  thing.  ^ able  being  a relation, 
it  must  vary  bv  degrees,  not  by  quantities;  and  degrees  ot  value,  since  value  is 
the  correlative  of  desire,  must  vary  with  the  intensity  of  t he  desiri’^  to  which  the% 
are  related.  But  since  value  attaches  only  to  that  which,  tboiigh  desired,  is  as 
vet  withheld  from  our  possession,  then  value’ must  vaiy  also  with  the  resistance  to 

may?'therefore,  measure  the  intensity  of  such  desires  bv  money  or  else  by 
human  exertion,  sav  bv  houi*s  or  days  of  labor  or  of  pursuit.  Under  civilization, 
cost  outside  of  civilization,  intensity  and  duration  of  exertion,  measure  the  obsta- 
cles to  appropriating  an^’  desired  object.  Value,  therelore,  is  measured  b,v  moiie\ 

or  bv  human  exertion  during  certain  intervals  of  time.  rp,  . . , <■  4,,.:.. 

But,  it  will  be  said,  things  already  possessed  have  value.  This  is  true,  foi  thui 
possession  by  one  man  is  an  obstacle  to  their  appropriation  by  others  : but  it  is 
only  the  desire  of  otliers  to  appropriate  them  that  gives  then  value  when  111  the 

hands  of  their  iiosse.ssor.  . . 1 ^ • j 

As  an  attribute  onlv,  value  is  potential,  indefinite,  undetermined,  conditional. 

and  onlv  becomes  acthal,  definite  and  determined  when  it  is  conditioned,  and  has 
assumed' the  aspect  of  a relation  between  the  thing  desired  and  one  or  more  persons 

The  force  of  gravitation  produces  relations  somewhat  like  those  expressed  l\v 
the  term  “ value.”  We  are  accustomed  to  speak  of  the  lyeight  of  bodies  as  we 
speak  of  the  value  of  commodities,  but  weight  is  not  a quality  of  such  bodies  ; it 
is  merely  an  attribute  expressive  of  a relation  between  its  mass  and  the  eartli  s 

mOiSs 

Ordinarily,  value  varies  according  to  demand  and  .supply,  as  the  phrase  goes, 
and  ordinarily  demand  is  a.ssumed  to  be  as  constant  as  tlie  earth  s mass  is, 
while  supply,' being  visibly  variable,  is  represented  by  the  mass  and  density  of  the 

looser  botiv  t j* 

While  all  matter  is  subject  to  the  force  of  gravity,  and  under  ordinary  condi- 
tions that  is  a constant  force,  certain  substances  are  subject  to  other  forces  winch, 
because  they  tend  to  modify  the  influence  of  gravity,  are  habitually  measured  by 
the  degrees  in  which  they  effect  such  modification.  Motion  is  one  of  these  forces  ; 

maernetism  is  another. 

As  weight  is  the  relation  between  the  earths  mass  and  any  body  suspended 
ponderablv  within  the  scope  of  the  earth’s  attraction,  so  value,  in  a general  sense, 
is  the  relation  between  the  world's  demand  and  any  commodity  suspended  com- 
mercially within  the  scope  of  the  world’s  attainment.  Again,  as  motion  is  a rela- 
tion between,  on  the  one  hand,  the  body  moving  and,  on  the  other  h.ind,  defin.te 
points  in  time  and  space,  so  “ value  in  exchange  ” (money  or  its  e(iuiyalents)  is  the 
relation  between  the  commodities  serving  as  money,  on  the  one  hand,  and  definite 
standards  or  fixed  points  of  value,  on  the  other.  Finally,  as  magnetism  is  a sim- 
ple relation  of  elective  affinitv,  so  the  intrinsic  value  ot  precious  stones  and  objects 
of  art  seems  to  express  that  intensity  of  de.sire  which  distinguishes  the  pursuit  of 
gratifications  from  the  pursuit  of  objects  of  mere  utiliW. 

In  the  light  of  this  conception,  it  may  clarify  our  views  of  monev  to  regard  it 
as  a value  in  action.  It  does  exhibit  some  of  the  charaeter.stics  of  force.  It  is  a 
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il<*l)l-p  lyiii”- l()iri*  luultM-  Slatul<>  law;  a lal>o^-coln[)t.^lia^•  I'oive,  and  a iHiivliasiii"- 
lorcc  i iidiM-  imlusti'iiil  laws.  Now,  I'oivos  to  bo  utili/aid  must  bo  iiioasui-oii.  and 
then' I loasui'omont  is  oxprossod  in  do^Toes  of  foivo,  wliib'  tho  inodo  or  sca'lo  of 
nioasu  omont  doponds  iip(tn  a lixod  standard,  in  liko  inannor,  iiionov,  to  l>o  usol'nl 
oV(>n  a s a dobt-payino-  I’oroo.  must  be  pennanmitly  ndated  to  some  li.xod  ,standai-<i 

Ci  Iiimoivp  d(-i]s  in  commodities;  (imuice  deals  in  values.  Commmiities  aiv 
tiiinu’s  classdietl  aecoivlin^-  to  their  substance,  their  utility  and  their  distril)utioi»  • 
values  are  thma's  elassilied  acconliii-'  to  tiieir  value,  without  rei>'ard  to  substaiire’ 
utility  or  distribution. 

K*  j-ardtul  as  a wliole,  commerce  is  really  redueiblo  to  a complicated  system  of 
bjirtei*  ot  whicli  linaace  is  employetl  in  keeping'  an  account.  The  commodities  ex- 
chang't  d in  hulk  by  commerce  are  InM*e  nuxisured  by  value,  re^'-ardless  ot*  tludr  sub- 
stance Kvery  invoice  is  represented  by  a bill  of  lading*  describing*  its  substance 
(conmi  u’cial  torc(‘)  aii(l  a bill  of  excharig*e  specifying*  ^'ts  value  (iinancial  foi*ceV 
Hanke  s tlcal  m tliese,  and  wlien  balances  arista  betwemi  individuals,  eitii‘s,  sections' 
or  cou  itries,  b i nkei*s  ( wlio  ai*e  merchants  of  iiionec)  transfer  the  hoot '' that 
•‘(W'en  ithe  trade."  Hanks  perform  this  oilico  for  individual  traders,  cities,  and 
sectiois;  clearinghouses  perform  it  for  hanks;  the  hodv  of  foreign  bankers’per- 
loriiMi  lor  Hie  foreign  conimei'ce  of  the  country  coiisiileriul  as  a.  whole. 

Ih  s being  the  case,  it  h)llows  that  the  principles  of  barter,  of  simple  trade 
inust  ao[>  y to  all  c()mmenaal  and  (iiuuicial  operation^  ; thatthe  ciiihers  wliich  iii 
notatu  n distinguish  l,0(K)d)(){)  from  1,  miMvIy  c-hange  tlie  degree  of  wiiatever  force 
the  iiit  ‘ger  possesses — 1,0()0,()I)()  dollars  is  sim[)iy  one  dollar  raisetl  to  the  millionth 
pouer,  as  a inilli()n  bushels  ol  wlieat  means  oiic'  bushel  re[)eated  a million  times 
t he  CO  umercc  of  the  country,  Ihoiigli  expressed  in  hundreds  of  millions  of  dollars] 
IS  mad-  • up  whol  iy  ol  transactions  conducted  by  indiviiluals  ; all  of  these  are  reduci- 
Ide,  as  ,ve  liave  seen,  to  a common  denominatoi*,  value;  hence  in  the  aggi*egate 

tliev  aie  subject  to  tlie  laws  aiul  iutlueuccs  tliat  apply  to  eacli  separate  transaction 
and  to  none  otliers. 


XVIII. — Thf:  Standard  ok  Vaia  k. 

hp  iron  tlie  Hittite,  dwelling  among  the  (diildren  of  Heth,  owned  a liehl  wliicli 
Ahralii  m,  wlio  had  come  t<)  Heliron  to  bury  Sarali,  his  wife,  desired  to  buy  for  a 
sepnlcl  re.  Kphron  presseil  it  upon  liini  as  a gift;  Abraham  insistetl  nponnaving 

“tlie  1 II  money  it  is  worth."’  Whereupon  Epliron  said,  “The  land  is  worth  400 
shekels  ol  silver.” 

A\  « Icol  as  much  confidence  as  Ephron  expressed  as  to  tho  money  our  property 
IS  ^vort  i ; yet  statesmen,  iinanciers,  and  economists  liave  been  for  a'lmndred  years 
ilehatin  ^ \v  liat  is  tlie  standard  ol  value,  and  are  to-day  luidecjdetl  whether  the  labor 
tliat  pr  Kluees  values  is  also  the  basis  of  their  measurement,  or  wliether  values  and 
lahoi , t )(>,  ai’e  measured  by  gold  and  silv'ei*.  In  recent  years  another  <iuestion  has 
arisen,  viz.,  whetlier  gold  alone  should  or  should  not  be  made  by  law  the  sole 
standai  il  ot  value. 

The  existence  of  trade  creates  the  need  of  a standard  of  value,  and  since  trade 
at  the  I r<*s(mt  day  is  world-wiile,  there  is  now  a necessity,  not  existing*  even  a luin- 
ili  ed  A e u*s  ago,  lor  a world-wide  standard  of  value.  Millions  of  us  buv  and  sell 
things  hyyartlsand  pounds,  bushels  and  gallons,  and  are  content  with  the  imple- 
ments 1 ept  in  the  shop  or  those  sold  to  us  for  use  at  home.  We  assume  tliat  they 
aie  coruvt,  and  make  them  the  standards  for  all  our  measurements — without  re- 
(.illing.  even  if  A\e  know,  that  the  law's  require  implements  of  measurement  to 
<‘onlorm  to  certain  standards  carefully  and  accurately  constructed,  wiiich  are  kept 
under  l..rk  and  key  at  the  National  Museum  at  Waslungton. 

So  t i.s  w'ith  our  value-scales;  we  use  dollar.s,  etc.,  as  measures  of  value,  with- 
out ndl.-ctuig*  that  their  uselulness  for  this  purpose  depends  w'liollv  upon  their  cor- 
I es[iniui  Mu*e  with  the  standard  ot  value  fixed  by  law',  just  as  the  usefulness  of  foot- 
rules.  (|  uirt  nieasures,  and  pound  weights  depends  upon  their  confurmitv  with  the 
legal  St.  iidards  ot  dimension  and  weight. 

\\  c fiaye  Sf^en  how  in  each  country  the  monetary  unit  serves  as  a standard  by 
whicli  J »cal  iiioney  is  maintained  at  nnifonii  value,  so  tliat  any  of  it  may  serve  as 
fi  MUMS!  of  value  in  the  daily  tradic  ot  1Ih3  jieople;  and  the  same  principle  re- 

<pui*es  1 lat  all  nations  that  trade  together  must  have  a standard  of  value  common 
to  all. 

It  h IS  been  established  in  Chapter  XV.  of  this  treatise,  that  whatever  settles 
haltuu.'e:  at  any  locus  of  exchanges  is  alone  competent  to  serve  all  the  jiurposes  of 
money  t hroughout  tlie  ai*ea  traversed  by  the  transactions  settled  at  tliat  focus; 
hence,  fc  j far  as  the  purely  conimerciul  aspect  of  tin;  (piestioa  is  concerned,  it 
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woiil.l  ;,pi>ear  that  all  countries  able  to  do  so  should  make  then;  n>oi  o <n  .y  u f <d 
trold  bel-ause  .-old  alone  settles  l.ahmees  in  London,  whi.du  being  at  tli.- to.  us  <> 
the  wodeVs^  is  the  wodd's  clearing-house.  It  is  bile  I'or  us  m tin;  I uite. 

States,  or  for  any  other  nation,  or  set  of  nations  to  rebel  against  this  iciniu  n cn 

of  commerce,  because  resistance  is  1 utile.  . , . ^ . - ♦ 4 ^ 4i,.v 

No  particular  nation  or  people  can  separate  itself  from  olliers  in  lespt^i  t _ 

iiiedium  for  settling  international  balances,  except  under  the  penalty  ol  comm.-u  a 

the  condition  of  coin.iiercal  le  b.ws  up  ununy 

civilized  nations  is  that  each  shall  conform  to  the  general  pry  ice  ol  all.  I bis 
principle  asserts  itself  whenever  eomnuinities,  nations,  races  or  std  gi  .‘al.  i a y . - 
latioi  s of  men  are  animated  l.v  a eomnion  purpose  or  seek  an  end  lies  u .1  h>  all 

iTonr  a4,fh  rules  the  world,  and  London  is  its  throne;  Imance  holds 

snpnm.e  swav^n-er  values;  hence  its  empire  includes  every  nu.n,  woinan  ami 
child  on  the  face  of  the  earth  who  is  engaged  m industry,  or  %\ho  is  i emote  I \ de- 
pendent upon  those  so  engaged,  because  industry  must  he  ever  producing 
anditisever  dependent  upon  limuice  for  effecting  the  exdiymixs  by  wh  ch  ab.m 
its  products  are  distributed  and  its  iiroductive  forces  nourished.  Lombaid  si i tit  m 
the  focus  of  those  exchanges,  ami  whatever  measures  values  m Lon. bard  street 
must  necessarily  determine  and  control  values  wherever  mdnstry  plies  the  plough 

the  nick,  the  liammer,  the  shuttle,  or  the  yardstick.  . i 

Whether  we  consent  or  not,  therefore,  wliether  we  apiirove  or  not.  as  long  a- 
the  world  has  Lombard  street  for  its  clearing-house,  just  so  long  must  ue  ciitorm 

to  the  standard  of  value  there.  . wpi-.. 

The  fact  that  London  is  to-day  measuring  values  m gold 

once  measured  there  in  silver,  suggests  an  imiuiry  as  to  whethe  lo.meilx  silxe 
and  now  gold  are  ultimate  standards,  or  whether  these  are  merely 
value-measurement  based  uiion  and  conformed  to  soniidiiglung  hroadei , an<l  mo  i 
permanent  standard,  as  the  French  standards  or  units  ol  pliysical  measuiemeiit  .m- 

based  UDO 11  ii’Gom^tric  al  data.  , ^ x 4 i i ♦ 

This  opens  up  the  question  as  to  what  is  tho  tnu*  snentifio  staiuUird  ol 

obieet  will  serve  that  purpose  unless  it  fulfils  the  leeumenical  eonditions. 
Semper,  ubique,  ctb  onwibus  ; that  is,  it  must  “always,  everywhere,  and  by  all 
men”  have  been  regarded  as  of  prime  value.  Lvidenlly,  it  such  values  exist,  it  is 

amon*’- tlieiu  that  we  will  find  the  standard  we  want.  , ... 

Quite  a system  of  political  economy  has  been  constructed  upon  the  diignm  that 
human  labor  is  the  ultimate  standard  by  which  all  values  are  determiiinl.  1 his  is 

; l.ut  it  is  u.,t  t,-ue  an.l  it  ,o  J 

because  human  labor  itself  is  by  no  means  aconstant  force,  lo  it  is  atluti  - 
cisely  tLse  qualities,  physical,  intellectual,  and  moral,  winch  distinguish  mdix  idnals 

There  is  no  icmil  or  amount  of  human  labor  that  will  produce,  in  the  same 
time  and  under  like  conditions,  at  Calcutta  what  the 

duces  ill  New  York,  whether  measured  m wages  or  in  any  othei  wa}  . How.  tliui, 
could  any  given  modicum  of  labor  be  ii.sed  in  either  ot  these  places  to  measure  the 
value  there  of  the  products  of  tlie  same  niodicuiii  of  labor  perlormed  at  the  other 

‘"'"'‘'Alain,  almost  everv  man  can  earn  more  and  do  better  for  himself  in  one 
plact"mln  one  employment,  than  in  any  other.  This  truth  is  the  foundatimi  of 
Adam  Smith's  practical  exposition  of  what  he  termed  the  dnision  ot  lahot  . it  y the 
kevstone  to  the  philosophical  doctrine  ot  free  trade,  but  it  utterly  exchidfs  Irom 
pokibility  of  verity  the  theory  that  human  labor  is  the  ultimate  standard  ot  xa  nc. 
^ Siiice^neither  human  life  nor  human  labor  can  be  used  as  a staiulai-d  ol  value. 

we  must  look  for  that  standard  among  the  various  forms  ol  property,  ‘7' 

among  the  substances  to  which  mankind  lias  everywhere  and  alxxaxs  attiibuted  the 

liitrhest  value  as  objects  hotli  of  possession  and  ot  jiursuit. 

^ A<-ain,  since  values  differ  among  themselves  liy  degrees,  since  they  rise  and 
fall  b\” gradation,  astandard  of  value  must  he  capable  ol  systematic  and  accni.ite 
subdivision,  without  loss  of  value.  Such  mlaptahi  ity  to 

not  only  to  the  mass,  but  also  to  those  qualities  ^ the  substance  m xx  ln,  I ' | j 
inhere.V,  so  that,  of  anv  two  equal  quantities  of  the  substance  selected  .is  a stanila. d 
of  value  either  will  he  worth  as  much  as  the  other,  and  any  iraction  ol  one  ol 
these  quantities  will  he  equal  in  value  to  a like  fraction  ol  the  f 

of  continuous  divisibility,  xvithont  loss  of  characteristics  ‘'I' d m orni 
ing  quality  of  all  metals  which  are  capable  ol  being  brought  into  a state  ol  niutouu 

We  have  already  seen  that  many  dilferent  substances  have  been  used  as 
money,  and  that  all  have  been  forsaken  for  metals,  as  communities  adxanced  m 
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al  develo|tnieid.  Even  under  present  conditions,  it  is  conceivable  tliat  the 
lipid  net  on  with  a standard  of  value  based  on  one  of  the  grosser  metals, 
iron,  tin,  or  copper,  be'cause  those  metals  possess  value  and  also  the  prop- 
accurate  subdivision  ; but  since  the  nundier  of  metals  affords  a choice 
them,  that  choice  has  fallen  finally  upon  silver  and  gold.  It  s obvious  that, 
f upon  silver  and  gold  to  be  standards  of  value,  modern  nations  have 
ollowed  a natural  law,  because  these  metals  have  always  been,  and  are 
lere,  regarded  by  all  men  with  the  highest  degree  of  estimation,  i.  e.,  ttiey 
ui  more  constantly  and  more  universally  than  all  other  metals,  objects  of 
ition  which  is  designated  by  the  term  value,  and  hence  are  the  best  fitted  to 
lents  of  value. 

bout  reference,  therefore,  to  the  questions  raised  by  the  bi-metallists,  let  us 
to  inquire  how  it  has  come  about  that  the  world  is  now  gravitating  toward 
le  gold  standard.  We  have  already  seen  that  universal  industry  produces 
d commerce  ; universal  commerce  requires  a world’s  clearing-hou.se ; Lon- 
le  clearing-house  ; in  London  gold  is  the  money  of  ultimate  settlement, 
he  advanced  countries  of  the  world  seem  to  be  under  compulsion  to  adopt 
e usage.  Now,  why  does  London  insist  on  gold  ? 


XIX. — The  Gold  Standard. 

The  gold  standard  has  not  been  established  by  measures  designed  to  bring 
.about  tl  at  result,  but  it  has  come  into  u.se  under  the  influence  of  commercial  forces, 
which  i i their  origin,  nature,  and  effect  were  altogether  independent  of  any  rea- 
soning < r theorizing  as  to  the  material  of  nionej^  or  the  measurement  of  values. 

The  adoption  of  gold  as  the  sole  standard  of  value-,  wherever  these  changes 
have  oo  nrred,  is  just  as  natural,  as  inevitable,  and  as  final  an  outcome  of  such 
change;  as  are  the  substitution  of  steam-powei-  for  horses  in  land  transportation 
and  lor  sails  in  navigation  ; the  substitution  of  gas  and  electricity  for  whale-oil  and 
•candies  in  illumination  ; and  the  substitution  of  iron  and  steel  for  wood  in  ship- 
buildine.  None  of  these  substitutions  occurred  suddenly.  They  were  at  first  pro- 
posed \y  ■ theorists,  and  were  long  contended  for  in  argument ; but  in  all  ca.ses  they 
worked  their  own  way  slowly,  by  experiment  at  obscure|initial  points,  widely  apart, 
4ind  are  established  now  onl^'  because  they  are  the  best  f'hings  of  their  several  kinds 
that  tin  world  has  liad  any  knowledge  of,  and  they  are  destined,  no  doubt,  in  their 
turn  to  le  supplanted  by  other  things  now  unknown  and  undreamed  of. 

Tile  communities  that  earliest  adopted  these  improvements  have  longest 
•enjoyed  their  benefits,  and  have  thereby  become  recognized  as  among  the  advanced 
comnuii  ities  of  the  world.  Those  that  have  not  yet  adopted  them  are  laggards  in 
<'ivilizai  on. 

To  i uderstand  how  tlie  adoption  of  the  single  gold  standard  is  related  to  all 
these  ot  ler  substitutions  of  the  new  and  better  for  the  old  and  worse,  will  be  found 
eiusy  en<  ugh  if  one  bears  in  mind  the  principles  which  have  been  set  out  and 
illustrat  hI  in  the  preceding  chapters  of  this  treatise.  1.  The  principle  that  pro- 
gress in  respect  to  the  material  of  money  has  always  been,  and  must  always  be, 
from  leis  valuable  to  more  valuable  substances.  (Chap,  IV.)  2.  The  principle 
that  cor  tidence  is  a sine  qua  non  of  the  monetary  efliciency  of  any  circulating 
medium  (Chap.  VI.)  3.  The  principle  that  definiteness  and  stability  of  value  are 
indisper  sable  qualities  of  money.  (Chap.  VIII.)  4.  The  principle  that  only  money, 
^ood  everywhere  within  a given  area  of  industry  or  trade,  is  available  in  the 
settlemt  nt's  of  balances  at  the  point  upon  w^hich  the  exchanges  of  that  area  are 
-centred.  (Chap.  XV.)  5.  The  principle  that  there  can  be  but  one  standard  of  value 
in  any  s ich  area.  (Chap.  XVIII.) 

Wh  le  it  is  evident  that  “the  nature  of  things  ” is  responsible  for  the  use  of 
grold  as  he  sole  medium  of  settlement  in  London,  it  may  be  intere.sting  to  follow 
the  jiroc  ess  by  which  the  transition  from  silver  to  gold  has  been  effected. 

The  changes  mentionetl  above  as  having  been  wrought  during  the  present  cen- 
tury, ha  /e  reduced  all  values  except  the  value  of  human  endeavor,  but  this  last  has 
never  bt  fore  been  so  well  compensated  as  it  is  now.  And  since,  simultaneously,  all 
•other  th  ngs  have  been  cheapened,  the  earnings  of  men  bring  them  in  vastly  more 
in  all  ar  icles  of  need,  of  comfort,  and  of  luxury  than  could  have  been  acquired  by 
the  sann  effort  at  any  previous  time. 

\ In  e irly  days  obstructions  to  transportation  were  so  great  that  values  in  any 
one  plac  i maintained  a degree  of  stability  impossible  under  present  conditions. 
Areas  of  reciprocal  trade  were  circumscribed  and  the  barriers  of  nature  were  so 
•effective  that  commerce  could  break  through  them  at  only  a few  points  and  by 
methods  both  tedious  and  costly.  Robbers  infested  the  overland  routes,  pirates 
roamed  ;he  seas ; hence  overland  transportation  was  dependent  upon  caravans 


THE  PEOPLE'S  MOXEY. 


under  military  escort,  and  marine  commerce  was  hazardous  lieyond  modern  com- 
prehension. 

Tlie  result  of  this  general  condition  was  that  the  industrial  world  was  made  up 
of  numerous  distinct  communities,  with  but  little  local  trade  in  any,  and  very 
meagre  intercourse  with  each  other.  Under  such  conditions  the  stociv  of  nioney  in 
each  of  these  communities  was  of  small  value  and  consisted  of  numerous  pieces  ot 
minute  denomination.  Silver  was  the  only  precious  metal  cheap  enough  to  serve 
as  a multiple  of  these  minute  monetary  values,  and  the  obstacles  to  transporta- 
tion kept  each  community's  stock  of  silver  nearly  constant  in  (plan tity,  and  con- 
sequently nearly  stable  in  value.  If  there  had  been  any  ui^e  for  gold  as  money  in 
such  communities  the  stock  would  have  been  more  variable,  because  value  is  more 
portable  in  gold  than  in  silvei’,  and  consequently  its  value  as  a basis  would  have 
been  less  stable. 

The  present  condition  is  the  opposite  of  that  then  existing,  for  now  industry  is. 
co-extensive  with  civilization,  and  commerce  is  almost  universal,  .so  that  there  is 
hai’dly  anywhere  a community  without  trade,  or  beyond  the  intluence  of  the  world's 
commerce.  This  condition  of  industry  and  trade  necessitates  incessant  settlement 
of  balances  between  trade  centres,  and  these  balances  are  very  large  in  amount — 
so  that  gold  now  derives  its  equability  of  value  from  its  superior  pcirtability  because 
transportation  facilities  are  so  universal  and  so  cheap  that  the»slightest  elevation 
of  value  at  one  point  .sets  in  motion  currents  of  supply  from  many  other  points, 
and  the  effect  is  the  preservation  of  the  world's  stock  of  gold  at  very  nearlj'  the- 
same  value  evervwhere. 

The  naturariaws  that  control  the  currents  of  the  air,  and  the  formation  ami 
condensation  of  clouds,  are  not  more  constant  than  are  tlie  natural  laws  that 
control  the  currents  of  commerce,  and  the  distribution  of  capital.*  It  is  natural 
law  alone  that  has  gradually  made  gold  the  prime  standard  of  value.  Tims  it  canui- 
about  that  Great  Britain  was  the  first  nation  to  adopt  the  single  gold  standard 
(1816),  while  for  along  time  afterward  other  nations  did  very  Avell  without  it.  Tlui- 
principal  countries  of  Continental  Europe  were  commercially  isolated  by  the  ]iro- 
tective  .system,  and  their  bi-metallic  currencies  supplied  not  only  the  needs  of  do- 
mestic circulation,  but  gold  for  trade  with  gold  countries,  and  silvor  for  trade  with 
the  South  and  East. 

Before  the  advent  of  ocean  steamers  the  United  States  were  gecigrapbically 
isolated;  hence  here,  too,  there  was  for  a time  a bi-metallic  circulation ; for  ^\e^ 
used  gold  to  settle  Canadian  and  European  balances  and  silver  to  settle  balances- 
arising  in  the  trade  with  Central  and  South  America  and  the  W est  Indies.  Tlu^- 
debasing  of  the  gold  standard  in  1834  drove  our  silver  coins  abroad,  and  from  that 
time  we  were  practically  on  a gold  basis  until  1860 ; but  to-day  commerce  has- 
brought  all  nations  into  one  monetary  community,  and  forces  upon  all,  in  “the 
nature  of  things,”  the  use  of  one  and  the  same  standard  of  value.  Silver  now 
suffices  as  a standard  of  value  in  Mexico,  Central  and  South  America,  and  Asia.  Ix^- 
cause  these  countries  are  still  in  a comparatively  primitive  state  of  industrial 
development. 

At  the  beginning  of  the  nineteenth  century  Great  Britain  was  by  far  the  lore- 
most  commercial  nation  of  the  world,  and  there  industry  was  more  active  and  di- 
versified, labor  was  better  compensated  and  consumption  more  extended  than  any- 
where else;  hence  it  is  in  accordance  with  the  principles  stated  above  that  Great 
Britain  should  have  earlv  adopted  the  single  gold  standard. 

Next  to  Great  Britain  the  United  States  became,  early  in  the  century.  tlu> 
country  of  greatest  and  most  diversified  industrial  and  commercial  activity,  and 
I consequently,  in  1834,  this  country  adopted  in  fact,  though  Congress  did  not  estab- 
[ lish  by  law,  "the  single  gold  standard. 

Up  to  1834,  gold  coins  could  not  circulate  in  the  United  States,  and  the  country 
was  practically  on  the  silver  basis.  After  1834,  silver  dollars  could  no  longer  cir- 
culate, and  the  country  had  only  the  gold  standaril  up  to  the  suspension  of  specie 
payment  at  the  outbreak  of  the  Civil  War — a period  of  nearly  twenty-eight  years 
— during  which  the  United  States  gained  more  in  industrial  development,  com- 
mercial extension,  population,  and  a generally  diffused  prosperity  of  the  people. 

than  in  all  their  previous  existence.  ... 

The  same  inevitable  law  that  imposed  the  gold  standard  on  Great  Britain  in 
1816,  that  maintained  it  in  this  country  from  1834  to  1862,  and  that  impelled  Bis- 
marck to  trv  to  establish  it  the  moment  Germany  became  an  Empire,  would  have 
been  at  work  among  us  driving  us  by  the  scourges  of  industrial  depression  and  dis- 
order toward  our  proper  destiny  as  the  controlling  gold  standard  country  of  the- 
world.  We  know  what  the  country  has  gained  under  the  gold  standard  since 

* The  etEortfi  now  being  made  to  preserve  the  monetary  use  of  silver  in  international  trade  are  on  «• 
level  with  the  pranks  of  Dyrenforth,  and  are  destined  to  a like  failure. 
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No  or  e can  compute  what  we  might  liave  lost  if  we  had  been  during  the  same  period 
on  tl  e nionetarv  plane  of  India,  Mexico,  and  China,  with  all  industrial  Europe 
raise(  to  the  higher  level  of  the  gold  standard,  and  kept  there  by  the  weight  of  our 
silver  circulation  bearing  down  tlie  other  end  of  the  lever. 

(iold  moro-metallism  is  the  unavoidable  destiny  of  this  country;  the  sooner 
we  re  cognize  this  and  tix  it  in  our  laws,  the  sooner  will  we  reap  the  fruits  ; the 
longer  we  defer  the  recognition,  the  more  we  impede  and  postpone  its  establishment 
1)Y  la  V— tiie  longer  will  our  industries  be  hampered  and  all  our  business  deranged 
by  fin  iucial  unrest  and  commercial  apprehension.  Should  we  unfortunately  let  go 
the  s ngle  gold  standard,  there  will  be  nothing  to  take  hold  of  but  silver  niono- 
luetaMism  ; for  bi-metallisin  for  us  is  a snare  and  a delusion. 
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